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Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN
ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. BONAS (SCNEAUIE D)....ooveeirceciririeiiceeieeis ettt ettt sessensnens | cesessnses 1,881,600,490 | .....cvuvrrrereneeerineinrinens | cevereieeens 1,881,600,490 |............. 1,423,564,996
2. Stocks (Schedule D):
2.1 Prefermed STOCKS. ........c.oiiiiircice et | et | s | et [0 RN
22 COMMON STOCKS. ....vuvreerirrirercireesereeeesiseeses et eessesssessensssssenssenns. | sessessnsennsens 800,433,976 |..ovverrrreererrneereerneerenenes v 800,433,976 |...cocovuvunn. 648,276,039
3. Mortgage loans on real estate (Schedule B):
BT RIS BN .ot | s | et | st 0 |
3.2 Other than first IENS..........coiiiiricirieicce e enerens. | e eienees | et siens | ettt 0 |
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less §.......... 0
ENCUMDIANCES). ... veoeeeercerereeeesssseeeesssesesseessess st enessssesesessssesesssensssnessenes | sesessssssisnnes 194,914,444 [ ..o | s 194,914,444 |................ 206,823,417
4.2 Properties held for the production of income (less §.......... 0
ENCUMDIANCES). ... evteeeacsereeeteeseeeseseseeseeeatessesesesssessssesesssesssssssesesesessssssesesesass | esessssesessssssssesesesassesnnenes | sereessssesessssssesssesesssnsnenes | seeesssssesnsssnsnsesssssssnenes L0
4.3  Properties held for sale (less §.......... 0 ENCUMDBIANCES).... .. cvcereverericreieirireninnens | eereereriniereieisenenessieeesnenes | seeeseeeseesssseseesssenssesesssees | oesesessessnssesesssssnsseseeees L0
5. Cash ($.....(157,495,484), Sch. E-Part 1), cash equivalents (§.......... 0,
Sch. E-Part 2) and short-term investments ($.....342,090,285 Sch. DA).........cccccuevmeenees [ conrirninnis 184,594,801 [..eovoverinereneierreieen | e 184,594,801 [ ...covvrrrnnee 155,984,585
6. Contract loans (including §$.......... 0 PremiUum NOES).......veerireieirireeirine e iseseseeseresees [ ereieeini e neseseieies | eereeeereesesesesestssnsseenes | sereaeeseietseneseseseeeseenenes L0
7. Otherinvested assets (SChEdUIE BA)...........c.ovueerrirrineinieirneeneeneinsesseeesssessssssesenens [ coneerneineeenns 191,571,086 [ ..o | s 191,571,086 [..cccovvrrrnnee 193,309,511
8. ReCEIVADIE fOr SECUMLIES. .......c.cvieiiciic e | ettt [ ettt | ettt 0 |
9. Aggregate write-ins for iNVESIEd @SSELS.........oiiururieiiiieiecceie e | eeree s (O (O (O 0
10.  Subtotals, cash and invested assets (LiNES 110 9).....cceurvreeurrnniicnrncesneeeeees | e 3,253 114,797 | oo (V] I 3,253,114,797 | ..ceuenee. 2,627,958,548
11. Investment income due and @CCTUEM............cvruiiririiriniiciieee e | et 14,746,343 [ ..o [ 14,746,343 |.......c.ccoec. 11,739,211
12.  Premiums and considerations:
12.1 Uncollected premiums and agents' balances in course of collection............cccocoeee. | cvriricniene 15,138,964 [....oooveeerieeerrrecees | e 15,138,964 |.....ccccoevnve. 10,614,651
12.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including §.......... 0 earned but unbilled PremiumS)..........ccoveeees | eeerrririerrrneeeernes | e | e L0
12.3  Accrued retroSpective PrEMIUMS............cruruririiueieireeiieeieirireeeseseseeeesesesseseseenens | seeesssssesesssnsneesessssssesssees | eeseesenssssesessssssssesesssssnnns | seessessssesesesssnesssnsesenns L0
13. Reinsurance:
13.1 Amounts recoverable from FEINSUTETS............ccviuriiiriiriciriicieicineree e | e [ e [ et 0 |
13.2 Funds held by or deposited with reinsured COMPANIES.............cveeururerrireeenrnins [ eerrieesrreeeesenenenees [ e [ eeirereneee e L0
13.3 Other amounts receivable under reinSurance CONTACES............ccocvevreririninnns | v [ [ 0 |
14, Amounts receivable relating to uninsured plans............cccooeeveeecnnnicecsrnneeeeees | e 13,602,992 [ ..oooiveeirnecerrneeees | e 13,602,992 |....ccoveveenne. 69,618,762
15.1 Current federal and foreign income tax recoverable and interest thereon............cococoeeees v [ [ L0
15.2 Net deferred tax @SSEt..........coceiiiiiriiiierc s [ et 23,450,593 |...oieeiirereeeenes | e, 23,450,593 |...covvciriieinn 1,875,278
16.  Guaranty funds receivable OF 0N dEPOSIL..........c.ccuruririiiieiririeeieceirie e | cerereeieieise et tsenesenees [ creteereseneseieese s seeseeesssnens [ ereeeeseneneeeees e L0
17.  Electronic data processing equipment and SOftWare.............ccoeurrrniriiecennnnceeesnes | e 51,262,963 |...coevrerieirnnreeeennes | e 51,262,963 |....ccccovuenee 178,545,257
18.  Furniture and equipment, including health care delivery assets ($.......... [0) JSSSURRRRR DT 9,474,926 ..o | 9,474,926 |.....ccvueenne. 10,128,937
19.  Net adjustment in assets and liabilities due to foreign exchange rates............cocoeeuernns [ errininnnnncrennieies [ [l L0
20. Receivable from parent, subsidiaries and affiliates............c.cocorverrnniinnicceece | e 25,610,717 oo [ 25,610,717 | oo 28,660,458
21. Health care (§.......... 0) and other amounts receiVable.............coceueueurnicerineeeneieersees [ e 78,008,073 |.eveeereeeirerrrereieieinnes [ e 78,008,073 |...cvvrinnne 31,807,212
22.  Other assets NONAAMILIEM.............cciririiiiiiciee e eenniens | et nienes | et | eerneee et 0 |
23. Aggregate write-ins for other than invested assets............cocerrncrrrnicrnnnccernins e 771,933,907 | [V P 771,933,907 |.ooovinn 852,633,187
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (Lines 10 through 23)..........cc.cuvererneenrenesineieesnsessssneeesseseesseessessnnens | censensee 4,256,344,275 | oo (N [ 4,256,344,275 | ... 3,823,581,501
25.  From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNLS..........ccco. [ ovreierrnniennnncicens | e | e L0
26. TOTALS (LINES 24 NG 25)......ccivererrireerieeereieneessseieseesesssesssssssssssssssssssssssssssssssns | aesssesssens 4,256,344,275 | oo (N [ 4,256,344,275 | ... 3,823,581,501
DETAILS OF WRITE-INS
0907, oottt ettt ent | stsestent st et st et estnsentns | seneest st sttt ettt ens [ reneest sttt 0 [
0902, .ottt ettt ent | stsessents st enes st et esten s st | senesest st st st sttt s [ freneess ettt 0 [
0903, .o eeeereeees ettt sttt st | sbsestentsnstenes st et entensentns | seneest sttt sttt ennsens | freneest ettt 0 [
0998. Summary of remaining write-ins for Line 9 from overflow page............ccoeenrerrrnniices | ernieeesrnceeeee (0 (0 (0 0
0999. Totals (Lines 0901 thru 0903 plus 0999) (LINE 9 @DOVE).......veurvurrrrerrrnrirrsressmssreersenes [ onnessersssssrsssessnssseenenas (0 (0 (0 0
2301. Miscellaneous Accounts Receivable..............ccocneinicnicniciniccnieneessesienees | e 35,983,264 |....cooveerieiierieeeens [, 35,983,264 |......ccccuuee. 27,666,798
2302. Securities Lending Collateral RECEIVADIE.............cocurieierirericieincreiseeseseeeeeseseeseenns [ coneineineins 390,298,779 |..evoveeerrneeerrneeernneeenenes [ coreineineiis 390,298,779 | ..oovvereernene 354,886,543
2303. Prepaid and Other ASSELS.........c.viereriereeeieiesie et sssssessessns [ eesssesssssnsesesens 3,273,753 [ | 3,273,753 [ v 3,506,769
2398. Summary of remaining write-ins for Line 23 from overflow page..........ccccovveeeeenvnnces | cevereinnnes 342,378,111 | oo (] 342,378,111 | oo 466,573,077
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 @DOVE)......ovrervenrerrrrnrersiesseerrseessrsses [ eensisnensinns 771,933,907 | oo 0 [ 771,933,907 | oo 852,633,187




Sarentosct bt 3, 2300 BLUE CROSS BLUE SHIELD OF MICHIGAN
LIABILITIES, CAPITAL AND SURPLUS

Current Period

1
Covered

2
Uncovered

10.1

10.2

20.

21.

22.

23.

24

25.

26.

27.

28.

29.

30.

31

Claims unpaid (less §.........

Accrued medical incentive pool and bonus amounts

Unpaid claims adjustment expenses
Aggregate health policy reserves

Aggregate life policy reserves

Property/casualty unearned

Aggregate health claim reserves
Premiums received in advance

General expenses due or accrued

premium reserve.................

Current federal and foreign income tax payable and interest thereon

(including $.......... 0 on realized gains (losses))

Net deferred tax liability...........cccoreiciriri e

Ceded reinsurance premiums payable

Amounts withheld or retained for the account of others

allocated........cccoccuvieciricnnn.
I 0 current) and interest
Gl 0 current)................

Payable for SECUMLIES. .........vueueeriricieeeie et

Funds held under reinsuran
authorized reinsurers and $

Reinsurance in unauthorized companies

ce treaties with ($..........

Net adjustments in assets and liabilities due to foreign exchange rates...........c.ccc........

Liability for amounts held under uninsured accident and health plans.............cccccceveene.

Aggregate write-ins for other liabilities (including $

)

Total liabilities (Lines 1 to 2

................ 576,481,245
.................. 55,467,674

................ 475,739,600

................ 136,344,660

................ 953,225,076

COmMMON CAPItAl STOCK. .......veveiriiecieieieies s s

Preferred capital STOCK..........c.ovriirirerices s

Gross paid in and contributed surplus

SUIPIUS MOLES. ...ttt ettt et

Aggregate write-ins for other than special surplus funds

Unassigned funds (surplus)

Less treasury stock at cost:

29.1 .....0.000 shares common (value included in Line 23 §.......... (1) IO

29.2 .....0.000 shares preferred (value included in Line 24 §.......... [0) ISR

Total capital and surplus (Lines 23 to 28 minus Line 29)

Total liabilities, capital and surplus (Lines 22 and 30)

............. 2,358,220,996

OF WRITE-INS

2101

2102

2103

Postretirement Liabilities...........cccooviviiiieeiiiieisceccc e

. Securities Lending Collateral Payable

. Liability for Uncashed Checks

2198. Summary of remaining write-ins for Line 21 from overflow page.........cccccovernnnccinns

2199. Totals (Lines 2101 thru 2103 plus 2198) (Line 21 above)

................ 314,060,732
................ 390,298,779

.................. 12,708,651

2701. Managed Care Division Accumulated Funds

2702. Accident Fund Insurance Company of America Accumulated Funds.............ccccovrueene

2703. DenteMax Accumulated Funds

2798. Summary of remaining write-ins for Line 27 from overflow page.........cccccocoernnnccinns

2799. Totals (Lines 2701 thru 2703 plus 2798) (Line 27 above)

Prior Year
3 4
Total Total
................ 576,481,245 | ................567,360,979
................................. 0 [
.................. 55,467,674 |..................59,284,733
................ 475,739,600 |................397,955,771
................................. 0 [
................................. 0 [
................................. 0 [
................................. 0 [
................ 113,184,303 |................109,406,519
.................. 33,652,739 |..................23,054,085
................................. 0 [
................................. 0 [
.................... 5,506,735 |....................3,639,520
................................. 0 [
................................. 0 [
.................... 8,618,964 |....................8,710,032
................................. 0 [
................................. 0 [
................................. 0 [
................................. 0 [
................ 136,344,660 |................120,241,287
................ 953,225,076 | .............1,001,578,893
............. 2,358,220,996 | .............2,291,231,819
................ 391,375,006 |................289,534,618
............. 1,506,748,273 | .............1,242,815,064
............. 1,898,123,279 | .............1,532,349,682
............. 4,256,344,275 | .............3,823,581,501
................ 314,060,732 | ................278,783,913
................ 390,298,779 | ................354,886,543
.................. 12,708,651 |..................13,757,308
................ 236,156,914 |................354,151,129
................ 953,225,076 | .............1,001,578,893
................ 152,393,126 |..................83,983,738
................ 238,245,880 |................205,271,880
...................... 726,000 | ..oveviencnneene..279,000
........................ 10,000 | .cevveeererereerncererinennen0
................ 391,375,006 | ................289,534,618




Sarentosct bt 3, 2300 BLUE CROSS BLUE SHIELD OF MICHIGAN
STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total
1o MEMDET MONENS.....eoeeeaie ittt nen | rnissnsssinees XXX [ 35,468,309 | ..o 32,511,278
2. Net premium income (including $.......... 0 non-health premium iNCOME)..........ccceurirnicerinnicrrnecceen | e 9,99 SO I 5,597,458,033 | ..ccovvvrinnee 5,384,723,476
3. Change in unearned premium reserves and reserve for rate Credits..........cooovneerernnieecsnneieeenes | e 9,99, SO ISR (42,783,829) | ..o (97,382,038)
4.  Fee-for-service (netof $.......... 0 MediCal EXPENSES)......cuveeiirerriririrererereieieenese e seseesienens | creieiseneennens XXX iriririiieies | oo seeissneees [ e
5. RISK TBVENUE. ...t | erieinnieinnia XXXt [ [
6. Aggregate write-ins for other health care related reVENUES...........ccceiririccersncceeeeeeee s | e 99,0 ST TS (0 0
7. Aggregate write-ins for other NON-health FEVENUES............ccueuiiiirireices e | eesreninieeaeas XXX e | s {0 0
8. TOtal FEVENUES (LINES 210 7)..evuceriereerrieeeecieie ittt ss s ensnes | seessnssnsenes D 0.0 U IS 5,554,674,204 | .........ccc.e.c. 5,287,341,438
Hospital and Medical:
9. Hospital/mediCal DENEFILS. ..........cueiirieiiiicicce ettt teas | ctebeenennnntetetee e sene e senens | eeereieeeenees 3,764,684,841 | ..o 3,562,330,363
10, Other ProfeSSIONAl SEIVICES........c.cuiuiiriiieieiriririe ettt ettt ettt en e sees | seseseteasensassetetessssessebebennnes | ferensesesssnensnnes 99,414,102 | .coovovviiinne 109,217,996
11, OULSIAE TEIEITAIS. ... | ettt [ chettiss sttt enes | sebetenie bbb
12. Emergency room and OUB-Of-GrEa..........cueuiiururuririiiieieieisi ettt sesess e ese s bss e ssesesessses | seessesesesssassesesessensassesesssases | cretesnsassesesesnsnsnssnsnsessssssnsess | eseesnsesesnsnsnssesnsnsnsnssssesesanns
13, PrESCIPHON GIUGS. ... ceeeceeiireeieis ettt ettt ettt ses e bbb bbb et sebe b s essnsssesesanns | sesnsetesnssssnsnassssnssenesnnasannnnes | nesesssssnnaninenns 919,957,807 [ ..covovricrennen 923,108,607
14.  Aggregate write-ins for other hospital and MEdiCal.............cooiiiririiiiiccrceeesessees | s (0 T (0 0
15.  Incentive pool, withhold adjustments and bONUS @MOUNTS............ccruiiiiiriririicieiereceeieisneeeeeeenenens | ereresreesssesrsesersesssnssssseesnsrses | eonersesssssnesssenssnssesssnsnssees | orersnessnesssessanas 8,475,739
16, SUDLOLAI (LINES 910 15)....uuieriuircireiiciee ettt sttt sttt ensnsssns | seiseetassnst st (VN 4,784,056,750 | ..ocvovenrnncs 4,603,132,705
Less:
17, Net reINSUIANCE MECOVETIES..........euiuiieiiiiiei ettt ninies | ntscistschsns st snsessnies e snisnseis | eostonisssnissenessenssnnnsnsnnenssnens | erscbsnscssnsessnsensneenseesnseesneis
18.  Total hospital and medical (LINES 16 MINUS 17)......c.cruriririiiriririiieieies et sseensesenees | eeresesesetesseseeseessseneseseeees (0] I 4,784,056,750 | .....cccovuenns 4,603,132,705
19 NON-NEAIK ClAIMS.......co.iiii e | ettt [ coetties bbb enes | sebeiesie bbbt
20.  Claims adjUSIMENE EXPENSES. ... ..curueuieiiireieieerieiieseseietee e sesee st et esb e e ses bbb sssesesebesesessnsetesasas | esessesesessensssenssssnssssnsnsenans | oriesesesnsnsasnens 140,978,497 | oo 143,276,612
21, General adminiStrative EXPENSES. .....c.cuiuriiriieietririeeeeieirireeseieee s seset st eas e ese b sesesssessnnes | esessesessssensssssnsasssssessesesans | oreseneessnsananns 362,475,685 | .....ccooocrenee 455,198,242
22. Increase in reserves for life and accident and health contracts including $..........0
increase in reserves fOr life ONIY)..........ov ettt | cteteeensessesesssnsnnssesssnsnsnnnnens | oereeesssssaneinsanas 35,000,000 | ..o
23. Total underwriting deductions (Lines 18 through 22)............coeeeurrieireenicerrcicieisseseeessneesenes | creieese st (U 5,322,510,932 | ..covrinnee 5,201,607,559
24.  Net underwriting gain or (10ss) (LINES 8 MINUS 23)........c.cvoiiiiiiririririieceieieesse e | crseeieeseanenes XXX | e, 232,163,272 | .ooeiiiicians 85,733,879
25. Net investment iNCOME BAMEM.............cciiriiiriiiei e | certieinnie e | et 75,685,381 | ..o 75,794,207
26. Net realized capital gaiNS OF (I0SSES)........curururuiurreuririairireieieesieeseseieieeeeseeseseeseseassesesssessessssesesesesssseseses | essrsssernssssssnssssssssssssesensanss | sessasassnnsasassees 16,279,826 [...oooviiiicanns 9,427,949
27.  Net investment gains or (I0SSes) (LINES 25 PIUS 26)........coeuevrericurureririicieieiere et seseneisesesnns | creiessssnssssesesesssesesesesneaas [ P 91,865,207 |...coooeviinen 85,222,156
28. Net gain or (loss) from agents' or premium balances charged off [(amount recovered
I 0) (amount charged off §.......... )]ttt | crnten sttt ettt | essesese bbb ses | sestest ettt
29. Aggregate write-ins for Other iNCOME OF EXPENSES........vviurriuririrerieiriieeieieieisereeseeeteeeeseesese e esssseenenes | creiessssnssssesesesssesesesesnsnaas U I 118,792,295 | .o 37,774,108
30. Netincome or (loss) before federal income taxes (Lines 24 plus 27 plus 28 plus 29)..........cccoervnercnies | corrrnneannns 9,99, GO ISR 442,820,774 | ..o, 208,730,143
31.  Federal and foreign inCOME taxes INCUITEA...........ceriiiururirrieiicierenceeeeis e sesesseeenes | creeeseeseanaes XXX e | e 68,323,380 | ..o 47,347 247
32.  Netincome (10sS) (LiNeS 30 MINUS 31)........coiiuiuiiriiiiiicieirieecicieieieeeceetseee et snenenenees | coeieieeneannees 0,9 O (TR 374,497,39% |.......cocc....... 161,382,896
DETAILS OF WRITE-INS
080T, oottt ees et sttt R RS e bbbttt tenns | aniieeieneeneeas XXXt [ [
0B02. .. eecereeeeseesees sttt enns | sniieeseneeneeas XXXt [ [
0803, ..eoceaeeeeseee et es ettt R RS R Rkttt tenns | eniieeieneneeas XXXt [ [
0698. Summary of remaining write-ins for Line 6 from overflow page..........cccoevvriecrnnnnencessrsseceeees [ e 9,90 ST TS (0 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LINE 6 ADOVE)......cevrrerrruirerersiressesressessrssnessersssersnessssensnesns | snesessseseens XXX o 0 [ 0
0707, ettt R RSttt nnns | sniieirenineeas XXXt [ [
0702, oottt RS £ bbbttt enns | sniieerenineeas XXXt [ [
0703, ootttk R RSttt nnns | sntieirenieneeas XXXt [ [
0798. Summary of remaining write-ins for Line 7 from overflow page..........cccoeevriieernnninencessnseceeees [ e 9,90 ST TS (0 0
0799. Totals (Lines 0701 thru 0703 plus 0798) (Line 7 @bOVe).......coviiiueueuiiiiiiiciiieisisisieccessisisiseeeieeseersnsnes [ ceinnsisineae XXX e | e {0 0
AT, ettt ARttt ee bbb ninnnes | sestneseneest st st st st et entnes | serttentns st ene sttt tens | estes ettt
AD2. ettt R Rttt b st ninnnes | destnesent st ent st st st en s entnns | eetsestns st ene st ententens | eetes bttt
403, et R Rt b e sttt n et ninnnes | sesteesentest st st et st et entnes | seettestns st st sttt st tens | estes ittt
1498. Summary of remaining write-ins for Line 14 from overflow Page...........cocooeeueurirrniiecieirnsceeeeersnis | e (0 T (0 0
1499. Totals (Lines 1401 thru 1403 plus 1498) (LINE 14 @DOVE)......cuutrureiirarerrrareseirsresesmessessessnessmssssersness | cossesssssessnsssssssssssssssseseacs 0 [ 0 [ 0
2901, MiSCEHANEOUS INCOME........ouiuiieiniecieieiseeiticieie ettt sttt se bbbttt sebebebas s nsens | cbeteensssetetssasseesebesenanesnnnns | nereeesssasnssnsesanns 19,887,295 |....ooovieiinn (5,070,892)
2902. Gain from Managed Care DIVISION............ccoiiueururiririiieieieie ettt es st sese s [ cteteessansesetessssesesetessnessssesees [ sereeesssssnssnsesanns 71,401,000 |..cooeveriririnee 17,239,000
2903. Gain from Accident Fund Insurance Company 0f AMETICA. ...........cuururureriririnereeieeeieisesceseeeieiseseesesseenes [ crerrerenssesseesseseseseesasesnseseeees [ cereessssssnssesenenns 27,057,000 |..covevericieinnnns 25,327,000
2998. Summary of remaining write-ins for Line 29 from overflow Page..........coovvriieeerrnnneeenrrneeeeees [ e (01 I 447,000 |.ooveeeerrceieens 279,000
2999. Totals (Lines 2901 thru 2903 plus 2998) (LINE 29 BDOVE)......u.evurerrussrererrsressissersnesrsssissesssssssssnssssssnsssess | sesssssssssssssssnsssssssessssasens 0 [ 118,792,295 [ ..o 37,774,108




Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

STATEMENT OF REVENUE AND EXPENSES (Continued)
1

CAPITAL AND SURPLUS ACCOUNT

Current Year

2
Prior Year

33.

Capital and SUrpIUS PriOr FEPOIING PEIIOU. .........cuuruerreeseeeieteeeie ettt ettt ss et b e ee e s e bbb e s st eb et esee e s st es s s nscbesesan s

GAINS AND LOSSES TO CAPITAL & SURPLUS

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44.

45.

46.

47.

48.

49.

Net inCOME OF (I0SS) TOM LINE 32.......eeiiiieeieie ettt s bbb bt e e b et ns e e s
Change in valuation basis of aggregate policy and Claim MESEIVES..........ceurururiiieieieieirre sttt es
Net unrealized capital GAINS ANG IOSSES..........cueururiiuiieieirrreei ettt bbbt s bbbt nnas
Change in net unrealized foreign exchange capital Gain OF (I0SS)........c.curuririiiurirrii et
Change in NEt defErmed INCOME TAX........cuiviiieeieeei ittt e s bbbt b bttt
Change iN NONAAMITIEA @SSELS..........cueururerteiiieieieieie ettt sttt ettt b bR bbb 58 E bbb s e eE bttt en st bbbt e
Change in UNAULNOTIZEA FRINSUIANCE. ..........cueueuiriieieiete ettt es ettt es bbb ee b st s bbb e e s bbb s et s st et e ses et et et ns e s st een
ChaNGE IN TFEASUIY STOCK. .......e.ceetettiritcietete ettt es st ee et es s eee £ s e R e et e b e ee s bbb e s b bbb e b b e bt et n bbb s s s
ChaNGE IN SUMPIUS NOES........vveetietcietetet ettt ettt s e e s bbb e e £ a8 E b e e 28 eE b b e£ 2 E b e b e e e s e s e b ek e b et s nb e bbb et ansnsntenas
Cumulative effect of changes in acCOUNtING PHINCIPIES..........c.iuiueuriririeice ettt
Capital changes:

A4.1 PRI TNttt SRRt
44.2 Transferred from Surplus (StOCK DIVIAEN).........c.cuoviuiueirieiriicieieee ettt ees e
44,3 TranSTITEA 10 SUMIUS. ... vveeeceeeeteie ittt ettt sttt et b et e e s e e b e a8 E b £ e £ s bbb E et eE bbb es e e st es et s enne e
Surplus adjustments:

A5.1 PRIA MMttt R SRRt
45.2 Transferred to capital (STOCK DIVIAENG).........ccururuiiiiceieie ettt ns s
45.3 Transferred from CAPIAL.............ci ittt bRt R bbbttt n e
Dividends t0 STOCKNOIAETS...........uiiiiiiiiciic bbb
Aggregate write-ins for gains Or (I0SSES) IN SUMPIUS. .......c.cuevriiiueieeetie ettt ettt es sttt er et b e
Net change in capital and SUIPIUS (LINES 34 10 47).......c.eueuiuiriieieeeire ettt s ettt

Capital and surplus end of reporting period (LIN€ 33 PIUS 48)............couiiuiiiiiiiiiieiet ettt

................. 1,5632,349,682

................. 1,300,569,000

.................... 365,773,598

................. 1,898,123,279

.................... 231,780,681

................. 1,532,349,682

4798.

4799.

Summary of remaining write-ins for Line 47 from oVerfloW PAgE.........c.cr ittt

Totals (Lines 4701 thru 4703 plus 4798) (LINE 47 @D0OVE). ... eieiutietiiiiiiet ettt sttt




Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

CASH FLOW

Curre:t Year PriorZYear
CASH FROM OPERATIONS
1. Premiums collected net Of FEINSUTANCE...........ccoiiiiiiiieiieic st | orietisinieees 5,704,356,546 | ................. 5,507,377,507
2. NEtiNVESIMENTINCOME. ..ottt bbbttt enieies [ cenistenieseinenees 89,757,402 | ...ocovvvevicinne 91,386,123
3. MISCEIIANEOUS IMCOME. ......eeceteteeieaceeie ettt sttt ettt e s et et seses s et b e et 2 s Eehee b £ e s e s s eh b b ee e se s e b e b b2 e R b e b e b s s se s b ebebeseensebnbesesasnnns | eieiesssssaninnns 108,869,223 |...ooooevinee (30,116,610)
4. TOtAl (LINES T HMOUGN 3)....ouveeieeirieriaiseeees et es bbbttt entnes | sebnessanssnssas 5,902,983,171 | ..ovvvverienes 5,568,647,020
5. Benefit and 10SS related PAYMENLS. .........oiuiiiueiiicce ettt bbbttt ns ettt enns et nenns | ebereeanneterena 4,868,988,343 | .....ccoevnnvn 4,482,691,073
6. Net transfers to Separate, Segregated Accounts and Protected Cell ACCOUNES..........c.oiiiiuriririiicieirireeeeieieir et sseneieenes | ceetsesssssetetsesssensetssessssesesees [ rressesesesssseseseessesseseeseeesanas
7. Commissions, expenses paid and aggregate write-ins for dEAUCHIONS. ...........cuoviiururiririrr ettt | ereieieesenneaeaas 447 ATT885 | .o 519,057,644
8. Dividends Paid 10 POCYNOIAETS..........cuereiiicteieis ettt ettt ettt ce bbb s b e st b e b s e er et et e bsseses et essssebatans | cbetesassnsetetsensatnnsetesasassenebens [ eressetetesasatansetetet e e ereaenena
9. Federal and foreign income taxes paid (recovered) §.......... 0 net tax on capital gains (I0SSES)........c.eurerrirereureriririireirerererenesereeesinenes | cesieesesssieenees 79,300,041 | ..o 24,612,757
10, TOtal (LINES 5 thTOUGN 9)....ooveeiuieeirierieei ettt bbbttt en s ensennns | cbeeissninsinen 5,395,766,069 | .....c.ccoevene. 5,026,361,474
11. Net cash from operations (Lin€ 4 MINUS LINE 10)..........ceiiruriririeiieeieisieicie ettt essns et sssesesesesessnsesans | onsssssesnsneananns 507,217,102 [ ..covoveinee 542,285,546
CASH FROM INVESTMENTS
12. Proceeds from investments sold, matured or repaid:
12,1 BONGS. ... eueuieeciseeseeeee ettt b ee et s £ R R sttt n st ennne | setrrienennts 3,535,977,307 | ..ovveveerenes 1,799,717,973
12,2 SHOCKS. ... ceueeieaiseeseeee ettt ee e8RS SRR E £ttt st | eetrentent st 47,614,407 | .o 25,280,571
12.3 MOMGAGE I0BNS......c.ceeieieeecieiec ettt ettt e s bbbt £ e £ ee et s e e e s b e b et s e s e sesesansnsetesasssntetesasasnsesenesans | nretietetetnsansetetetanntssetetenanes | chetetetansetete ettt tees
124 REAIESTALE. ... bbb et 4176,594 | oo 84,325
12,5 Other INVESIEA BSSEES........vuiiieiiici bbbt [ coebet st 4,324,894 |....cocovvin 2,403,575
12.6  Net gains or (losses) on cash and Short-term INVESIMENES............coi it snens | cereseietsenines et sessebeteennes | coeteereneseeetse s sttt seeees
12,7 MiISCEIANEOUS PIrOCEEAS.........eeeeeieticieteeei et eieeeeees ettt ses e ses et eee e e e ses e s b eb s seese b et e b ee e sesesebes s essesebesesessassesesesesssnssnsenesesesnns | sesssesesssssnnsesnsessssnsnsnsnsasanses | contesssansssnsasssassnssessssnnsnsseses
12.8  Total investment proceeds (LINES 12.1 10 12.7).....oiiurirriiieieeeei ettt senennns | nereieesensacnees 3,592,093,202 | ..o 1,827,486,444
13.  Cost of investments acquired (long-term only):
13,0 BONGS. ... ceuiuieacereeseeee ettt E 8RRttt | seterieninnt 4,018,295,735 | ..covvenrnneen 2,056,788,015
13,2 SHOCKS. ... ceueeeeceseea ittt RS R £ R s sttt ents | seirensene et 155,961,376 [ ...ooovvrrrrreiren. 80,176,887
13.3 MOMGAGE I0BNS......c.eeieiecicieiei ettt b e s b b s et £ e £ e s b et e s ee e st eb et s e s e s eses st esetesasssntesesnsnnsnsesesenans | nreeietetetntansetetetasntsnetetennnes | chetetrtansetete ettt en e tees
1314 REAIESTALE........ee bbbt et 5,027,257 | ..ovciiiiiiens 6,896,675
13.5  Oher INVESIEA BSSEES........ueieiici bbbt [ ot 5,913,537 [ .o 5,566,951
13.6  MiISCElANEOUS APPIICALIONS. ... ..cvieiecieteieieie ettt e bttt e ettt se s ebe bt eeesebebesesessesesebesesasansesenesssnsns | sestsesessssssnsesnsnssssnsnsnessssanies | contessssnsssnsasssananssessssansnseenes
13.7 Total investments acquired (LINES 13.1 10 13.6).......cvouiiuriereieiceeee ettt ns sttt nnens | nrsisssssnsenees 4,185,197,905 | .....ccoovnnvns 2,149,428,528
14.  Netincrease (decrease) in policy 10aNS aNd PrEMIUM NOLES..........coriiuiieuririieieeeisire sttt see et esess et s see e sesensesesesesessesesesnes | seseseiesssnsssesssssnssssesesesasnsses | soeteessassesesssssneseseeesessseseeees
15.  Net cash from investments (Line 12.8 MiNUS LINES 13.7 @NA 14).......cuiuiuiiiiiirieiirreieicieirreee ettt ens st ssnnns | cbeieeneananienenas (593,104,703 [ ....covvcvvenne (321,942,084)
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
16. Cash provided (applied):
16.1  SUIPIUS NOLES, CAPILAI MOTES.......ceeeceiieieict ettt ettt bttt sesssebe st esensnsesesesasannns | sosesetessensassesetesssnsssetesesnsaes | chetetrsassetetssssnteteaessenssesesees
16.2  Capital and paid in SUIPIUS, €SS trEASUNY STOCK.........ciuruiiririicieieisiec ettt ese et se s nesnssnnesens | seneseteteeneaesetetstsssessetesesnnes | coeseeneassetetesss st neteaetennssesesees
16.3  BOrrOWEd fUNAS TECEIVE. ...ttt | etecinseneeeesienans 151,515,000 | ..o
16.4 Net deposits on deposit-type contracts and other inSUranCce abIlItIES.............covirirrriiicereees e | et eseieteees [ ereere et seees
16.5  Dividends t0 STOCKNOIAETS...........co.iiiiiiici bbbt | etie bttt | ettt s
16.6  Other cash Provided (BPPHEA).... ... vrrerrreereerieireeiee ittt bbbt ntns | cesentssessnensnienes (CLAITATER)] P (79,509,412)
17.  Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Lin€ 16.6).........c.coceeeernniernnnnenees | oniinssinanns 114,497,817 | .o (79,509,412)
RECONCILIATION OF CASH AND SHORT-TERM INVESTMENTS
18.  Net change in cash and short-term investments (Line 11 plus Line 15 PIUS LINE 17).......cooiiiriiiririiiccieiss e | cevereseneeenisenens 28,610,216 [ ..covoveecennee 140,834,050
19. Cash and short-term investments:
19.1 BEGINMING O YBAI. ... ettt ettt s e e et b e b e e e s bbb s st seb et et b es e et ebebesssssnnsntasanas | anssesesninensanns 155,984,585 | .....ccevvvririnnne 15,150,535
19.2  End of year (LINe 18 PIUS LINE 19.1)... e tvuieiiieieieis ettt sttt | anisenssnessnsenian 184,594,801 [ ..o, 155,984,585




Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

ANALYSIS OF OPERATION BY LINES OF BUSINESS (Gain and Loss Exhibit)

Total

Comprehensive
(Hospital
and Medical)

Stop
Loss

13

Other
Non-Health

© © N o gk WD =

-
—

NEt PrEMIUM INCOME. ......eeieieeiciieiee ettt
Change in unearned premium reserves and reserve for rate credit.............coovoervnincennnne
Fee-for-service (net of §.......... 0 medical EXPENSES)......cuevreereeieeieieieie et
RISK FEVENUE. ...
Aggregate write-ins for other health care related revenues...........c.cooocecrrnnccsssncnne.
Aggregate write-ins for other non-health care related revenues.............cccccevveeccnrncnee
Total revenues (LINES 110 B8)......crueuruririieeiririrrie et
Hospital/medical DENEfits............coiriiiirrr s
Other profesSioNal SEIVICES. .........vurvrururirieicirieiere ettt
OULSIAE FEFEITAIS. ...
Emergency room and OUt-0f-area............couriuiueirienicicisseee et
PreSCrptioN ArUGS........cucueuririiiieeieieie st
Aggregate write-ins for other hospital and medical..............cooceurrrnncninrceeeee
Incentive pool, withhold adjustments and bonus amounts.............ccccevnnieennnnicccnn
SUBLOAl (LINES 810 14).. ..ttt
Net reiNSUrANCE MECOVETIES............iuiiiieiiiei e e
Total hospital and medical (LInes 15 MINUS 16).........ccriirurerriiieereieeeeeeeeeee s
Non-health Claims (NEL).......cuevrerieieieree et
Claims adjuStMENt EXPENSES..........cucurueeriireicirieirire ettt
General adminiStrative XPENSES..........ccuruririiiieeieieiririeereie et eees
Increase in reserves for accident and health contracts..............cccooeniniinciciccns
Increase in reserve for life CONtracts...........ccovcuriiiriircc e
Total underwriting deductions (LINES 17 10 22)........cceurriemrirrinicieiseeeee e
Net underwriting gain or (10ss) (Line 7 Minus LiN€ 23)...........covoeieuierniiaiiicceena

..5,597,458,033

4,995,606,589
..... (39,990,958)

...... 83,456,025

..5,554,674,204

.4,955,615,631

...... 83,456,025

..3,764,684,841

.3,293,100,877

...... 52,825,658

..... 140,978,497
..... 362,475,685
....... 35,000,000

....122,438,575
....314,638,079

........ 1,275,402
........ 3,277,480

..5,322,510,932
..... 232,163,272

.4,633,989,758
....321,625,873

...... 57,378,540
...... 26,077,485

0598
0599

. Summary of remaining write-ins for Line 5 from overflow page.........ccccevvnecenrnnicninnns
. Total (Lines 0501 thru 0503 plus 0598) (Line 5 @bOVE).......couiuiiiiiiiiieiiii s

0601.
0602.
0603.

0698
0699

. Summary of remaining write-ins for Line 6 from overflow page.........cccceovvrecenrnnicininnns
. Total (Lines 0601 thru 0603 plus 0698) (Line 6 @DOVE).......cv.evivrieiuiereiiissisiisisi s

1301.
1302.
1303.

1398
1399

. Summary of remaining write-ins for Line 13 from overflow page...........ccccoveenircsissninnnnes
. Total (Lines 1301 thru 1303 plus 1398) (Line 13 8DOVE)........eviuivierirrieriessesie s

Federal
Employees
Medicare Dental Vision Health
Supplement Only Only Benefit Plans
....203,895,476 |....101,510,841 |...... 18,863,243 |....194,125,859
...... (1,731,114) |.........(899,329) | ........(162,428) | .....cvrrrrrcrcrne
..................... 0 [eorrnremininenn0 0 0
........ XXX [ e XXX | e e XK [ XK X
....202,164,362 |....100,611,512 | ...... 18,700,815 |....194,125,859
289,001,790 [ .vovveeeeeerrieee e ....129,756,516
.............................. 85,164,572 |......14,249,530 |......cooverrrrenee.
.............................................................................. 47,995,580
..................... 0 [eorrnremininenn0 0 0
.289,001,790 |...... 85,164,572 |...... 14,249,530 177,752,096
.289,001,790 |...... 85,164,572 |...... 14,249,530 177,752,096
........ XXX i e XXX [ XK e XXX
........ 7,972,425 |........2,550,804 |........1,275,402 | ........5,465,889
...... 20,602,575 |........6,554,960 |........3,277,480 |......14,125,111
................................ 2,450,000 |..........700,000 |..cccevvrrririrrinnnnns
........ XXX [ e XXX | e e XK [ XK X
...317,576,790 |...... 96,720,336 |...... 19,502,412 |....197,343,096
...(115,412,428)]......... 3,891,176 | ......... (801,597)] ...... (3,217,237)
DETAILS OF WRITE-INS
..................... 0 om0 0 0
..................... 00 [ 0 0
........ XXX e e XXX [ e XK e XXX
........ XXX v e XXX [ XK e XXX
........ XXX e e XXX [ e XXX e XXX
........ XXX e e XXX [ e XK e XXX
........ XXX [ e XXX | et XK [ XK X
..................... 0 om0 0 0
..................... 00 [ 0 0

Title
Xviil
Medicare
..................... 0
........ XXX.........
..................... 0
..................... 0
..................... 0
..................... 0
........ XXX.oovnn
........ XXX.........
..................... 0
..................... 0
..................... 0
..................... 0
........ XXX
........ XXX
........ XXX
........ XXX
........ XXX.........
..................... 0
..................... 0

Title
XIX
Medicaid
..................... 0
........ XXX.........
..................... 0
..................... 0
..................... 0
..................... 0
........ XXX.oove
........ XXX.........
..................... 0
..................... 0
..................... 0
..................... 0
........ XXX.oovn
........ XXX.oovnn
........ XXX.oovn
........ XXX.oovn
........ XXX.........
..................... 0
..................... 0

10
Disability
Income
..................... 0
........ XXX.........
..................... 0
..................... 0
..................... 0
..................... 0
........ XXX.ovvnn
........ XXX.........
..................... 0
..................... 0
..................... 0
..................... 0
........ XXX.oovnn
........ XXX.oovin
........ XXX
........ XXX.oovnn
........ XXX.........
..................... 0
..................... 0

1
Long-Term
Care
..................... 0
........ XXX
..................... 0
..................... 0
..................... 0
..................... 0
........ XXX
........ XXX
..................... 0
..................... 0
..................... 0
..................... 0
........ XXX
........ XXX
........ XXX
........ XXX
........ XXX
..................... 0
..................... 0

12
Other
Health
..................... 0
........ XXX.........
..................... 0
..................... 0
..................... 0
..................... 0
........ XXX.oovne
........ XXX.........
..................... 0
..................... 0
..................... 0
..................... 0
........ XXX.oovnn
........ XXX.oovne
........ XXX.oovnn
........ XXX.oovnn
........ XXX.........
..................... 0
..................... 0




Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS

1 2 3 4
Net Premium
Direct Reinsurance Reinsurance Income
Line of Business Business Assumed Ceded (Cols. 1+2-3)
1. Comprehensive (NOSPItal @NA MEAICAL)..........coiiuriririieiiriis ettt h et es e e b e e es b e b b e e ee e s e b e b e £ 2R Eeh b e £ 2 eh e b e e e £ 2 A2 E e b e e £ aes e b e b b e s eesesebebeb s e sesebebanssnsesasanas | sesnsesesssnsannssetnsnsannes 4,995,608,589 | .....eecveueiririieirierneeeneeisiens | e | e 4,995,606,589
2. MEAICAIE SUPPIBMENL. ... ettt e ne feteteeseaesebetee e e e sebee et e e see et ee e e s e s eEeEe£aeseEeEeE e £ 2R eE e b b e e £ e R e Eeb £ S e se b e b e A £ LA e R eEeE e £ LA e b e b b e s £seE e b et e e et sennb ettt s es et et esnsnnetats | ererntansenetee et ns e nenes 203,895,476 [ ....eueeeeeereriereiriereneeieieieeneseieieeeens | s seennns | ceseeee e 203,895,476
R 1= o oo U OO oo OOs OO PO TPSUPTTRPERTUTS POTOTRTRRTRTRTORN 101,510,841 oo eesssenees et ssenies | st 101,510,841
A, VISTON ONIY....ooveienieitc ittt es et s et eses fetseeseee s e b e A8 42 e e R84 R R8s £ R RS2 E e R84 £ e £ 8 £ 8 4£E LA £ 4R R LR £ 4R R R R 4R R R SRR R LR R R 4R R R R b et n bbb n st nntne | estnet sttt 18,863,243 | ..o ieeienseeiensesenes et | ettt 18,863,243
5. Federal employees hEalth DENEFIS PIAN.... ..ot ittt ettt st £ s E e b b £ 2R b e b e 2R E e b e £ £ AR e b e b e £ £ eE e b e b £ e £ eere b e b et e e s e sebeb et s e ses et enanannes | cbetetetstanansseneenteene e s 194,125,859 [ ...eviieieiecieerrreeesesieseenes [ [ s 194,125,859
B, THHIE XVIII = MEAICAE. ..o eecerieeeeieeis ittt es e eeseesseesees s eeesesb e e s e e E e8RS R o2 £ 8428 £ £ 42 £ £ 428 £ 8RS £ RS2 8R4 e 28 E 1428 E 842 £ £ 842 b e £ Eee ks e e b neEsee b e e s entsessanssentansss | 4etseesaeesaesaetseesaessestess st st anssentnsses | oetseetaeeseet e s s ee s es s e s e s s ses s e s sensees | 4eebeeseeE e s en b e s e s st n bbbt tas | £eseeb ettt 0
7. THIE XIX = MEAICAIG. ... eocvveeecteis ettt et ee eesestseesees et eeesesb e+ s b8 8 o288 428 £ 42 £ £ e84 £ 84284 EE R4 E R84 e 28 L E 842 £ A8 4284 £ 842 b e £ Eee RS e e b aeEsee b e s et sessanssentansss | 4etieesaeesaetaetseesaessentess st sessenssensesss | oetseet et s et e s et st ee e e st s s s entees | HeeE e et e R e R ettt | Heseet ettt 0
S (o] 1o OO OO OO OO OOT PO SOTUT PRI FOTTTORP TR 83,456,025 [ ....vorereieeeerineieiineieeieesieennies | ettt ees | ettt 83,456,025
0. DSADINIEY INCOME. ... eeteteee ettt theiets etaesetetee st aesebebesee st e s eE e e e e e s eEee e £ e s e s e A eE a5 42 s L8 S E e b S eEAeseEeEeEeE £ 2R e E e b £ S LA eE LA eE £ A LR e EeEeE e £ LA e b e R A eE LA LR eRe b et eeeReEebe st sesesetesassnies | £hetetetatseteteteeatesetetetasesehetetesassnseses | £hetetaesetetetee et aeaeEetebe st ehetetetsesetets | 4tetettsetetetaeaesetete bt et e st et et n e seaetenas | 4eetnseEete e ettt ettt n ettt es 0
10, LONGAEIM CAIE.....eceteieceeietet ettt sttt ettt st et s bt st aehe SeeatseaebeeaeaeseseEeseEae e s e e e b e s eE e e s eeeE e £ s 2R e s eEeEeEeseE e b e eE a2 s eEeEea e aE e AeEeb e b S 2 e A eEeEeE e s e EebeEeEaeseEeEabesassesebatesasensesesasssnnesasasanne | Hesetetetstaesesetetesatesesetetasassesetesasnnens | netetetetatsnseteteeneaenetetetesasenesetesansnnens | netetetataesetetet et e esetet e st sesetetesesnsesens | fetetetataer ettt sttt ettt aenas 0
11, OBNEI NEAIN ...ttt eie | feeseeb e e st s et e s b R8RS 8 s E £ 8o E R £ R L4 £E e £ £ £ R R £ R R4S E R R 4L R R R LR AR R e £ AL R eE R LR eE R4 RS eEE e R A eRE RS eeEeeseeEen s et sessessens | oeEEeeEieEEeeEeeEseEenEneetenE et st ententsenes | ertierteneeet et ene e enenen st st nnsensses | feneerEeneerE e nE e enE et en st | eertenE et et 0
12, Health SUDLOAL (LINES 1 HIMOUGN 11).. e ieuu ettt ettt ams ottoseeseesmeseeeme e me et ee s 28 EE £ 848 £ £ 284 £E 4084 £E 4284 EE 1848184 E 844 EE 4 EE 428 L EeEE e eeE st ent sttt ensantnns | entsnsenssns st st nntas 5,597,458,033 [ ... oreiirreirinriini e 0 [ 0 [ 5,597,458,033
T YO OO OP OO O T 0P T ool DO OO OO OO U RUE OO OO TTTT 0
T4, PROPEITY/CASUAIY.......veieeeceeeeteee ettt e ettstseteteeeeaeseeeaeeeEae e s e e e e b e e eseeee e £ eAeEeEeEeE 28 e EeE S eE 42 s eEeEeREaE e AeEeb e b S e e A eEeEeEaEseEeE et eEa£AeEeEeteseeeseEetetassnnetesessenesesesanne | Heeieietiririeieiesesesieseiesesssasonnntesenanonns | oereiesesorossesesesesonnsnsesasanannesesesananene | oeietetoroeseretesetanansneetesatansnsesesasannsess | oetetetarntetetetatanssent st et et seerennasaa 0
15, TORAIS (LINES 12 10 14). .. teueuuie e teeseeis st ee st see st seesee st st oeteees st eeE 4o oEE Rt EE e 48R E 4884 £EE££E84EE £ £ 428 ££E 108 £ EE 4284281848 A£E4EE R84 £EE L 428 L EeEE e eeEenE st enb sttt ensentnns | restentent st sens et 5,597,458,033 [.... oo 0 [ 0 [, 5,597,458,033




Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - CLAIMS INCURRED DURING THE YEAR

1 2 3 4 5 6 7 8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XV XIX Stop Disability Long-Term Other Other
Total and Medical) Supplement Only Only Benefits Plan Medicare Medicaid Loss Income Care Health Non-Health

1. Payments during the year:

1.1 DIFEC. e | e 4,774,936,484 |...4,174,796,351 |....... 288,113,349 |........ 82,997,532 |......... 14,285,243 |....... 164,157,804 |....cvvvrerercrcrens [ [, 50,586,205 |.....cvovrrrrrereierrinns | e e |,

1.2 Reinsurance assumed............coueuneeiniiciniinnninrnieensiensenneies [ e 0 e [ e [ [ [ [ [ [ | e | | |

1.3 Reinsurance ceded............ococirinininiieininninneinreees [ e 0 e [ e [ [ [ [ [ [ | e | | |

14 NBL e | s 4,774,936,484 |...4,174,796,351 |....... 288,113,349 |........ 82,997,532 |......... 14,285,243 |....... 164,157,804 |....ccovvirrirrernn. (U O 0 [ 50,586,205 |....ccovvrerirennnne (U O (U O (U O 0
2. Paid medical incentive pools and bONUSES.............coceeeerererneneeens | cevenicnsrnceens 0 [ ereieenrrrreeenes [ e | e | e | eeieerneeernnenes | eernrneeeeseeees | eeresesessenneeenes | ererereeeseneneeeneens [ erneereeeennneenesenens [ e [ e [ e s
3. Claim liability December 31, current year from Part 2A:

3.1 DIMECE. ettt | e 576,481,245 |....... 455,312,764 |........ 54,769,759 |........... 7,837,088 |........... 1,148,107 |......... 35,735,050 | ..ovevererrerreireinenns [ e [ e 21,6784TT | | e [ |

3.2 Reinsurance assumed...........ccvveeuieeurieemnieemnieeineeennsienneeinees | cevsinininssennnenes 0 e [ e [ [ [ [ [ [ | e | | |

3.3 Reinsurance Ceded..........ccoveunicinieiniieiniieniensensieeieineies | et 0 e [ e [ [ [ [ [ [ | e | | |

34 NEL.c s | e 576,481,245 |....... 455,312,764 |........ 54,769,759 |........... 7,837,088 |........... 1,148,107 |......... 35,735,050 |.ovvvvriiiieinne (U O 0 [ 21,678,477 | o (U O (U O (U O 0
4. Claim reserve December 31, current year from Part 2D:

4.4 DIFECL..... ittt | e 0 e [ e [ [ [ [ [ [ | e | | |

4.2 Reinsurance assumed............couviriiuriinnineneesnsnsnnees [ e 0 e [ e [ [ [ [ [ [ | e | | |

4.3 Reinsurance Ceded............ccvuiriiiriniiriiniireirceneseeiees [ e 0 e [ e [ [ [ [ [ [ | e | | |

B4 NBL....ce s | e (U O (U O (U O (U O (U O (U O (U O (U O (U O (U O (U O (U O 0
5. Accrued medical incentive pools and bonuses, current year............ | cocooecrrrnccnne 0 [ ereieenrrrreeenes [ e | e | e | eeieerneeernnenes | eernrneeeeseeees | eeresesessenneeenes | ererereeeseneneeeneens [ erneereeeennneenesenens [ e [ e [ e s
6. Amounts recoverable from reinsurers December 31, current year.... | .......cccccevvennee 0 [ ereieenrrrreeenes [ e | e | e | eeieerneeernnenes | eernrneeeeseeees | eeresesessenneeenes | ererereeeseneneeeneens [ erneereeeennneenesenens [ e [ e [ e s
7. Claim liability December 31, prior year from Part 2A:

T DIMECE. ettt | e 567,360,979 |....... 465,046,011 |......... 53,881,318 |..cccc.... 5,670,047 |........... 1,183,820 |......... 22,140,759 | .o [ e e 19,439,024 |....oooivivirerenenee [ | [

7.2 Reinsurance assumed...........ccvveeuieeurieeunieemnieeineeennseemnneeinees | cevrsieesinssinnnnnes 0 e [ e [ [ [ [ [ [ | e | | |

7.3 Reinsurance Ceded..........ccoveuieiniieinieiniieisneensieeieneies | e 0 e [ e [ [ [ [ [ [ | e | | |

T Nt | e 567,360,979 |....... 465,046,011 |......... 53,881,318 |..cccc.... 5,670,047 |........... 1,183,820 |......... 22,140,759 | .o (U O 0 [ 19,439,024 |...cooovviiririennns (U O (U O (U O 0
8. Claim reserve December 31, prior year from Part 2D:

8.1 DIFECL.....ieiiecicccce e | et 0 e [ e [ [ [ [ [ [ | e | | |

8.2 ReiNSUrance assumMed...........ccuveeurieeurieeiniecinieeinieennsienneennes | ceverieesissnennnens 0 e [ e [ [ [ [ [ [ | e | | |

8.3 Reinsurance Ceded..........ccovueuieiniieiniieiniecieneensieeieineies | et 0 e [ e [ [ [ [ [ [ | e | | |

84 N s | e (U O (U O (U O (U O (U O (U O (U O (U O (U O (U O (U O (U O 0
9. Accrued medical incentive pools and bonuses, prior year............cc. | cooeeecenrnenenne 0 [ ereieenrrrreeenes [ e | e | e | eeieerneeernnenes | eernrneeeeseeees | eeresesessenneeenes | ererereeeseneneeeneens [ erneereeeennneenesenens [ e [ e [ e s
10. Amounts recoverable from reinsurers December 31, prior year........ [ ocooocorcrrnnnee L( U OO U O RPTU OTUTO U URTRUUIR FOTTRUURRRPR ORI FUTOUUORRRRRRRRRRS FUOUUTUTRROURUURROTRN EUSUTUTTRPTRRURTPR DUUTUTUTTOTUUUIRRURURE] DUUTUTOTOIUUURRORRORE DUTTTTUTOUUTUIRRTURIVR FOTTTTUUTUIRROTRRIOR FOTOURUT RO
11. Incurred benefits:

111 DIFECE. .o [ e 4,784,056,750 |....4,165,063,104 |....... 289,001,790 |......... 85,164,573 |......... 14,249,530 |....... 177,752,095 |..covviicreinns (U O 0 [ 52,825,658 |...ccovrrirrirennnn. (U O (U O (U O 0

11.2 Reinsurance assumed............covueurieunieeunieninieeinieenseenseennnees [ eesineninscissennes 0 oo 0 oo 0 oo 0 oo 0 oo 0 oo 0 oo 0 oo 0 oo 0 oo 0 oo 0 oo 0

11.3 Reinsurance Ceded............occniuniciniicinicnicncneeeinens et 0 i 0 s 0 i 0 i 0 s 0 i 0 i 0 i 0 i 0 i 0 i 0 i 0

114 NBE e | s 4,784,056,750 |....4,165,063,104 |....... 289,001,790 {......... 85,164,573 |......... 14,249,530 |....... 177,752,095 | .o (O P 0 [ 52,825,658 | ... (O (O (O 0
12. Incurred medical incentive pools and bonuSes. ........cooeerriicieriins [ o [V I [V I [V I [V I [V I [V I [V I [V I [V I [V I [V I [V I 0
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Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR

1 2 3 4 5 6 7 8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Medical Medicare Dental Vision Health XV XIX Stop Disability Long-Term Other Other
Total and Hospital) Supplement Only Only Benefits Plan Medicare Medicaid Loss Income Care Health Non-Health

. Reported in process of adjustment:

1.1
1.2 Reinsurance assumed...

Direct

Incurred but unreported:

2.1 Direct

. Amounts withheld from paid claims and capitations:

3.1
3.2 Reinsurance assumed...........ccceeiiiivrievererereriesee e

Direct

3.3 Reinsurance ceded....

Totals:

4.4 DIMECE..... ettt | e 576,481,245 |....... 455,312,764 |......... 54,769,759 |........... 7,837,088 |........... 1,148,107 |......... 35,735,050 |..ovririririirienns [ DT 0 | 21,678,477 | [ DT [ DT [ DT 0
4.2 ReiNSUranCe assUmMed..........occurururerrncrerernerereneeeeseereneseseenns | coeeeenenensseenenenees (I IS (I S (I O (I S (I S (I O (I (I (I (I (I (I 0
4.3 ReinSUrance CeAEM.........coouiurururrnicieinrse e seieieiseees [ creieisenesiesisenes (I IS (I S (I O (I S (I S (I O (I (I (I (I (I (I 0
44 Nt | s 576,481,245 |....... 455,312,764 |......... 54,769,759 |........... 7,837,088 |........... 1,148,107 |......... 35,735,050 |..ooiiiiiiinnn [ I 0 e 21678477 | oo [ I [ I [ I 0




TT

Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCE

Claims Paid

Claim Reserve and Claim Liability

6

During the Year December 31 of Current Year Estimated Claim
1 2 3 4 Reserve and
On Claims Incurred On Claims On Claims Unpaid On Claims Claims Incurred Claim Liability
Prior to January 1 Incurred During December 31 of Incurred During in Prior Years December 31 of
Line of Business of Current Year the Year Prior Year the Year (Columns 1+ 3) Prior Year
1. Comprehensive (hospital aNd MEGICAL)..........cuuiurerrrereeriireieieeieee ettt [ ertesessses e nenneseneas 408,013,980 |..cvvrvrrrcirrirns 3,766,782,371 | ceeeeeveeeerineireinnas LR o DO 430,827,287 |..oveveerieriineieinnn 432,499,457 |..overririerrineieiin 465,046,011
2. MEICAIE SUPPIEMENT......o.ceuiecerieeecieeteeeees ettt bbbttt nb st entns | neisessanisensens e ens 42,286,074 |..ooovverrereiseineinnne 245,827,275 |..oveorieneererncinieneins 1,600,383 |..vererrererrnrineineenes 53,169,376 | ...oovrerrerrrerireireen. 43,886,457 | ..o 53,881,318
B DENEAL ONIY...o.eeeeeei ettt nnenin | Seetient ettt 5,666,089 [.....oovvrerrrrieinns 77,331,443 |, 70,062 .o 7,767,026 [..oovoveeiicienene 5,736,151 [.eeovereerercirneienne 5,670,047
A, VISION ONY....ooeeeeceeees ettt £ttt ent s | seter ettt 1,241,333 | 13,043,910 | .o L O 1,142,446 | ..o 1,246,994 | ..o 1,183,820
5. Federal employees health DENEFitS PIAN............ovuriiieiiiierciireeieireine ettt sttt entenes | eeisessesisees e seennts 28,534,709 | ..o 135,623,095 |...ooorvereenrerrieneinenne 3,164,416 [ oo 32,570,634 | ..o 31,699,125 | ..o 22,140,759
B, THIE XVIIT = IMEBAICAIE. ..o ceriececieienciseees sttt s s8££ h e 8 Eeebesseeb st en e st entens | £eeeseebeeseebeeseeeesbee b s b eebsesbensss | ceseessessantseesaessessaes st e s sestnssenes | £eetaeesastseesaessessaesses b et st eessentnns | heesastessane st et st et st s st enns | setiest e et sttt LU O
7o THIE XIX = MEAICAIT. ..o cveieceneicen ettt sttt s s £ e b et s s e st entns | £eeeseebeeseebesseee s b eet s b e b esbnsss | £eseessessanssesseessessaessensaessestnssenes | £esbaeesastseesaetsessaes st eebsest et entans | £heesestessene st et st et st et entenns | setiest st st e sttt LU R
8. ONET NBAIN. ...ttt R R stk s bt s st entens | enEeEE ettt ettt | ebirer et 50,586,205 |....ooverrrrrenriniennienas 3,885,730 [ AT,792,T47 | oo, 3,885,730 [ 19,439,024
9. Health SUDLOtAl (LINES 110 8)......vuuiiueerrieriseieeseeie sttt ettt ensessensns | crtenssnssssssnessesnens 485,742,185 | ..oovoviiiinins 4,289,194,299 | ..o 33,211,729 [ .o 543,269,516 | ..oovvivrrriirinniens 518,953,914 | oo 567,360,979
10, Oher NON-NEAIN. ...ttt bbb ts bt ns s | eebetetb et et ettt ettt | ceathete bbb ens | cheti ettt | feet ittt [ et s 0 [
11. Medical incentive pools, accruals and diSDUISEMENTS. .............cururuiiriiiieieieie ettt ettt e s esesebebseseseseseteses | 2hessssssesnesssssssnssensessesesnsesesassnns | coetessssnsnsnsessssssnsnsnsessssesnsnsesasans | erosesssssonsnsnsesssnnsnsnensessnsnsnsnsesans | eonsesesssssnnsnnnsssssnnsnssenssssnsnnsnsess | eorsnsessssssssnsesnsssssnsnssensansssnnas 0 o
12, TORAIS (LINES 940 1) teete ettt ettt ettt f ekttt ettt | conntcnssnssnnssnenne 485,742,185 | .ooovoviirinine 4,289,194,299 | ..o 33,211,729 [ .o 543,269,516 | ...ovvivrrriieinniens 518,953,914 | .o 567,360,979




Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - GRAND TOTAL

Net Amounts Paid
Year in Which Losses 1 2 3
Were Incurred 1999 2000 2001

.......................................... AT78,648 | ..o [ 2,013

2. ...3,091,753 ..16,754 |...

B 2000, | KKKt | e 3,350,303 [ ..o 488,638

A 20070 [ KKK [ s XXX oo [ oo 4,438,625 | ..o 453,224 | .o 8,882
5. 2002 | oesnnesnns e KKK [ s )9, SO ORI XXX oo [ oo 4,185,474 | oo 475,774
B. 2003, .ttt |onnesnssnnnsnen e KOs | s XXX oo [, XXX oo [, XXX oo [ 4,289,193

SECTION B - INCURRED HEALTH CLAIMS - GRAND TOTAL

Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003

1971

................................................................................................................................................................................................................................. 466,110 | [ 23988 [ 1,082
1999, | erb s 2,971,964 [ .o 488,127

.............................................. 2466 | ..o

2.
B 2000. ettt nensentennenenenens | nenenneinennenennen s KKK et ertnesenesnennnenees | e 3,102,709 [ .o 530,921 | 18T | 4,414
4,

B 2002ttt nnennenenenennennennens | essersnnsensennenennen KKK urrrenernennennennenes [ eernernennsenennesnnees XK K [ XK K | e 898,227 | i 454,123
B 20003, e ettt snnsnrensensenenennnns | nnensrnnennenennessnses KAKunrenrenensensensenses | senserensernnnennernen s KOKKuresresersnrsnrnensnenes | snesnennesnennenneensnns s XK erserensernnenernens [ ernnrnernennennennennes s XK Kunenssnesnssnssnesneanes | sesnesnesnsansenesns s enenseeensens 4,832,465
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTAL

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
Prior 0 1999......c.cvvvvererererenens [ XXX ot | e 482,304 | 2,803 .o D 0.9 SR SRR 485,107 | o000 [ [ [ 485,107
2. 1999, [ e 4,108,928 [ ...coovviiiinnn. 3,650,283 | ..o 1,211 |06 [ 3671494 |89 [ [ [ 3,671,494
3. 2000 [ e 4,450,726 | ...ooovvnin, 3,849,663 | ...ovvvvveriierenn22,369 | 06 [ 3,872,032 [.overerereerineeeeen8TL0 [ [ [ 3,872,032
4. 2007 [ e 4,874,623 | ... 4,900,732 |.... 4,929,208 ... TOT e || e 4,929,208 |...
5. 2002.....ciiieeneeenenens [ e 5,287,340 | oo 4,661,248 [ ....oovrviiieee 27,085 [ o006 [ 4,688,333 [....cvivereerereieeee88T [ 33,211 3195 | 4,724,739
8. 2003.....ccoireenecenen s 5,554,675 | oo 4,289,193 [ 24,923 [ o006 [ 4,314,116 [ TT7 |, 543,269 | ..o 52,272 [ oo 4,909,657
7. Total (Lines 1 through 6)........ccoo [ ervrrrnnee. DY, TN [FTRRRR 21,833,423 | oo 126,867 | XXX i | i 21,960,290 |............ XXX it | e 576,480 [ ..o, 55,467 [ .o 22,592,237
8. Total (Lines 2 through 6).......coccooe | ovvivisiiiinnnnns 24,276,292 | ............ DY, RN DRIOID 0,0, SRR DRITORIIND 0,0, CHRRRPRRPRRRORY RPN XXX | s D0, N PR XXX | e D0, N PR XXX




Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - HOSPITAL AND MEDICAL

ANHCT

CUmulative Net Amounts Paid
Year in Which Losses 1 2 3
Were Incurred 1999 2000 2001
.......................................... 346,940 [ ..oooveeiiceceee e [ e 1,081
2. ...2,128,622 ..13,398 |...
3. 2000, . ettt ettt ettt ettt s ettt et e et et et et esensetetebesesensnseaetesesesssnsnsesstesesssnnsetesesessnsnsnsesetanes | seresensnerersnesenses e XK Kue e rnte et et ensererens | oottt 2,152,232 | oo 416,678
B 2007 ettt ettt ettt ettt s s ee sttt et s eeseaeaete st esensetebesesesansnsnaetesesesennsesesesessnsssnnsesesessnsnsns | srenserereressnsesereses s KRR urereterereneteteren [ erererereae e eaeaens XXX oo [ e 2,573,744 | oo 393,280 [..oovevireieiiieeeee e 6,096
B 2002ttt ettt s sttt s e s sttt essnsnaetetesesennseaetesesesesnsesesesesesssnnsnsesesessnsnnsntetenes | sererenserereresenenses e XK Kueterete et e enererens | eererer e XXX e e XXX oo [ et 3,692,470 [ ..o 401,308
8. 2003ttt ettt ettt resseetese s s eneeaeeetesesennaeeetesesesnnseesesesssesnnssenssesesessssseseserensnsesseerenes | eerererereeierererereeses KK Duererreerererererens | ereererererererereriras XXX | oo XXX | oo XXX vveeeerereeceen | oo 3,766,782
SECTION B - INCURRED HEALTH CLAIMS - HOSPITAL AND MEDICAL
Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
PEIOT. ettt ettt ettt ettt ettt e et ettt ee e ae Attt et e s e e et et et et s s s anaete st essssaesesetess et snsnaetetesasensnns | tetesesenssaetetes et esenseaes et s s enaeeas 303,321 [ [ e 1,981 [ oo TAT0 [ e
2. 1999, ettt ettt ettt ettt et ettt et enaee et et et et ensssntetetesesessnseanaetesesssensnansetesesensnnanteses | serereresesseaeteses st s s eneees 2,507,983 [ ..ooeoieeeeeecee e 413,496 | oo 18,010 [ vovreeeceeeeeee e 2,186 [ .o
B0 2000, ittt ettt ettt ettt e e e s ettt et s e e ea ettt et ensns et e bt et esssansetesesesessnsesnaesetesasassnsnsntetasensnensntetes | ertetereseneeteteresenas XXX oo [ e 2,614,051 | oo 457,259 | oot 15,113 [ oo 3,475
B 2007 ettt ettt ettt ettt bt ettt et s e e ast et ettt e seeeA ettt et enseeetet et et en s anaetesetetssnssansetesesasennastetetanans | erererereteterenneneens XXX e e XXX oo [ e 3,048,742 | oo 425,043 | oo 52,017
B 2002ttt ettt ettt ettt et e s s ettt et s s e ettt et en s et ebet et enssansetetesesessnsesaetetesasassnsnsntetesessnensntetes | orreteresenseaeseresenas XXX oo e XXX e e XXX oo [ e 4123871 | oo 377,008
8. 2003ttt ettt ettt e et ettt ereaetetetes s s neeaetesesennestetesesasseneetesesesessesesetesessnssersssseserenssenereren | eriererisererererereras XXX | oo XXX | oo XXX | oo XXX vveeeerereeceen | oo 4,197,609
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - HOSPITAL AND MEDICAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
Prior t0 1999.......ccvveceeiieccces | e ) 0,0 CONNIY BN 350,001 [.oeeieiceeee 2,034 | .o ) 0,0 GOSN BN 352,125 [ oveeee et XXX e | e || e 352,125
2. 1999, | e 3,698,800 [ ..ccoovvrvererernnnn 2,519,463 | .ooeeereieiieeenn 14,640 | 06 | 2,534,103 [ o885 [ e | e 2,534,103
3. 2000 | e 3,994,381 .2,576,664 |.... 12,591,636 |.eecveveeeeceeieeeeeeeeBA9 | [ | e 2,591,636 |...
4. 2007 s | e 3,557,094 | ..o 2,973,120 | .ol 17,276 | 06 | 2,990,396 |...cveverereererererieieeeren B [ e | e 2,990,396
5. 2002 | e 4,755,801 | .oevereerie 4,093,778 [ .oooveeiiieeeeceeeen23,788 | el 006 | 417,566 [ .oooveeceeeeieiieeeeen86.6 | i 240485 |00 2,356 | 4,144,407
6. 2003....c.coiieeeeeeeeeeeeeeeeeees | e 4,955,616 | ......ccvure... 3,766,782 | ...oovvevevevvraaee 21,887 | e 0.6 | 3,788,669 |....covvererere. 765 | oo 433127 | oo 41,674 [ 4,263,470 [ ..o 86.0
7. Total (Lines 1 through 6)..........coc. | covrirnnnn. ). S [ 16,279,898 [ ....oovveveeeieree 94597 oo . XXX o] e 16,374,495 |............... D8, Y [ 457,612 | oo 44,030 [ ..o 16,876,137 |............... XXX
8. Total (Lines 2 through 6)........cccoe. | covriiiiinnnnn. 20,961,692 |............... XXX oo | e XK e ] et XX e | e ). S P XXX v f e XXX v f e XXX v f e XXX oo e XXX




Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - MEDICARE SUPPLEMENT

CUmulative Net Amounts Paid
Year in Which Losses 1 2 3 4 5

Were Incurred 1999 2000 2001 2002 2003

o g~ W N

SECTION B - INCURRED HEALTH CLAIMS - MEDICARE SUPPLEMENT

Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year

SIN'CT

Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003

210 OO OTORY TS OSSPSR A3,248 [ ..o | e BAT [ s 2
2 1999, Rttt ennnens | cerebete et 227,712 | oo 43,837 [ 2425 | B4 [
B 2000. ettt Rttt enenens | entene ettt XXX oovieieeeneenennennee [ e 240,452 | ..o, 42,852 [ ..o 2,297 | 664
4. 2007 Rttt | eetene st enes )99 SO OO XXX oovieieeeneenennennee [ v 249,423 | oo 40,307 [ .oveveereereeeeeeees 5,112
B 2002ttt nenenens | ettene st )99 SO OO )99 SO OO XXX oovieieeeneenennennee [ v 274,864 | ... 38,111
B 20003, LR £ e e E e EE ettt en e nt e | entene st XXX eorerrenrenneneesnenne e XXX eoorereenrenreneesnenee e XXX eoorereenrenreneesnenee e XXX oieerienrenrennennenne o 298,997

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - MEDICARE SUPPLEMENT
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
............... XXX [ 40,370 cevererneneeenenneneen 40,605 cerererenneenenenneneen 40,605

2. 1999, [ 172,337 | v 225,443 , B 226,753 226,753
3. ..173,594 | .... ....230,698 |.... .232,039 |... 232,039 |...
4. 2007 | s 175,675 | oo 237,254 , B 238,633 238,633
5. 2002......cirieieeeennnens [ e 189,427 | v 265,038 , B 266,578 268,332
8. 2003......coireirieeeeennnen [ 202,164 | oo 245,827 , B 247,255 305,540
7. Total (Lines 1 through 6)..........coo [ e, DS TN [T 1,244,630 [.oooiiiiiiins 7,233 |, DO N [T 1,251,863 [, XXX [ 54,769 [ 5,270 | oo 1,311,902 [ ..o XXX
8. Total (Lines 2 through 6)........cooo [ covviiiiiiiiininnns NM3197 | XXX [, XXX [, XXX [, DS SN IS XXX [, XXX [, XXX [, XXX [, XXX




Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - DENTAL ONLY

CUmulative Net Amounts Paid
Year in Which Losses 1 2 3 4 5

Were Incurred 1999 2000 2001 2002 2003

o g~ W N

SECTION B - INCURRED HEALTH CLAIMS - DENTAL ONLY

Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year

oact

Total (Lines 1 through 6)........cccoco. | criivnnnns XXX e [ e
Total (Lines 2 through 6)........cocoee | covnnieisniiiicas 501,356 [...ccocoennne

Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003

P OT ettt ettt ettt et e e e e et e te et e eteete et eteete et et eee et ett et et et et eetetetestesteeeeseeeteeaesresreereses | oeeree e e ee et e e et et et et e e e er e aenas T35 [ e | e T e 2 |
2. 1999, RS e R e ettt nnens | sebeb ettt 89,511 [ o 13,929 | 109 [ oo L O
B 2000. ettt Rttt enenens | entene ettt XXX oovirireneeneeneenee e 82,632 [ ..o 8,052 | 1o 90 [ ceeeeereeeeeee s 27
4. 2007 Rttt | eetene st enes )99 SO OO XXX oovieireneenenneenee e 97,634 [ ..o 5,835 | 182
B 2002ttt nenenens | ettene st )99 SO OO )99 SO OO XXX oovieireneenenneenee e 95,022 [ ..o 5,527
B 20003, LR £ e e E e EE ettt en e nt e | entene st XXX eorerrenrenneneesnenne e XXX eoorereenrenreneesnenee e XXX eoorereenrenreneesnenee e XXX ririrenrenmensennenee [ e s 85,098

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - DENTAL ONLY
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
............... XXX eeovievreeens [ 7,035

2. 1999, [ 84,048
3. ....101,631
4. 2007 | s 107,291
5. 2002......cirieieeeennnens [ e 107,774 | oo
8. 2003......coireririereeeennen [ 100,612 | oo
7.
8.




ON'CT

Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)
SECTION A - PAID HEALTH CLAIMS - VISION ONLY
CUmulative Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003

o g~ W N

SECTION B - INCURRED HEALTH CLAIMS - VISION ONLY

Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year

Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
S o1 T PO FOT PP OESE OO ESOOTO TP A L s | e
2 1999, £ R R R s bbbt n e ensnnens | deetett ettt | 4ebee bbbttt enne | ettt s 27 |ttt | e s
B 2000. ettt Rttt enenens | entene ettt XXX oovieeerrneeneeneenes [ [ e 1043 [ oo 10 [ oo
4. 2007 Rttt | eetene st enes )99 SO OO XXX oovieireneenenneenee e 14,550 [ oo 1,073 [
B 2002ttt nenenens | ettene st )99 SO OO )99 SO OO XXX oovieireneenenneenee e 14,749 | 1,247
B 20003, LR £ e e E e EE ettt en e nt e | entene st XXX eorerrenrenneneesnenne e XXX eoorereenrenreneesnenee e XXX eoorereenrenreneesnenee e XXX ririrenrenmensennenee [ e s 14,186
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - VISION ONLY
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)

1.

2.

3.

4,

5.

6.

7. Total (Lines 1 through 6)...............

8. Total (Lines 2 through 6)...............




Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

CUmulative Net Amounts Paid
Year in Which Losses 1 2 3 4 5

Were Incurred 1999 2000 2001 2002 2003

o g~ W N

SECTION B - INCURRED HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year

34°¢T

© N o a0 M 0N

Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
210 OO TS OTORY OO RRSPPPO 18,313 e | et | e (47|
2 1999, Rttt ennnens | cerebete et 113,233 | oo 13,637 [ Y (RO [ N
B 2000. ettt Rttt enenens | entene ettt XXX oovieieeeneenenneenes [ v 123,433 | oo 20716 [ O I R 248
4. 2007 Rttt | eetene st enes )99 SO OO XXX vovieieeeneenennennee [ e 133,707 [ 20,067 [ 3,107
B 2002ttt nenenens | ettene st )99 SO OO )99 SO OO XXX vovieieeeneenennennee [ e 137,031 [ 28,344
B 20003, LR £ e e E e EE ettt en e nt e | entene st XXX eorerrenrenneneesnenne e XXX eoorereenrenreneesnenee e XXX eoorereenrenreneesnenee e XXX eirereenrenrennesnenne o 168,194
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
............... XXX [ v 11,635 cerenernenenenneeneens 11,703 cerenernenennenneneneen 11,703

........................... 122,654 | oo 113,171 6 [ 113,829
128,216 | ... 119,265 |.... 119,958 |...
........................... 147,666 | ..o 133,734 6 | e 134,511
........................... 151,194 | oo 148,290 6 [ 149,152
........................... 194,126 | oo 135,623 6 [ 136,411
Total (Lines 1 through 6)......c....... |ecccrsccc oo SRR P 661,718 7T D .o O I 665,564
Total (Lines 2 through 6)......c.c.ee. | coveccrsscrsscese 743,856 ..o XXX

113,829
119,958 |...
134,511
152,620
172,116
704,737




Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

U & | Ex.-Pt.2C-Sn A-Paid Claims-Medicare
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Medicare
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Medicare
NONE

U & | Ex.-Pt.2C-Sn A-Paid Claims-Medicaid
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Medicaid
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Medicaid
NONE

12.XV, 12.XI
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Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - OTHER

Year in Which Losses
Were Incurred

CUmulative Net Amounts Paid

1.
2.
B 2000, ettt nenseniennennensennenenens | onrinenneensenennense e KKK unrenrerennenrennennes | cenrenennennennennennnnennesenennenn 80 1, T20 [ eiiiiiireeernenneee e T T8T [ |
4. 2007ttt ntent e | arensnnensnsnsenesnssens KR nernenrennennennensens [ eenernennennenenennen s XK Kt | e TAAT,269 | ..o eenenees | e
B 2002ttt et nennensenenenens | onsinenneenninennenn e KKK unrenrenennentennennes [ rernennennennenennene KKK e [ s XXX oovieierineenennnenee e A4.270 | .o
B 20003, e R ettt ettt enensenseneenernnns | nnennrsnesnennssesnness e KAKunrsnrersensensensenses | serenernennennersernes s KOKKurssrssneenesneseesnenns | ensenesnesnsaneaneenenes XXX eoorereenrenreneesnenee e XXX ririrenrenmensennenee [ e s 50,586
SECTION B - INCURRED HEALTH CLAIMS - OTHER
Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
I 1o OO SOOOORY OP TSRO ROTROPRTRRTRI 3877 | eeereireeneineineinernsresenesesesesennens | et 1 e [ e
2. 1999, RS e R e ettt nnens | sebeb ettt 53,525 [ ..o 3,228 | oo (1) [ oo [ e
B 2000. ettt Rttt enenens | entene ettt XXX oorieireneineeneenee e A2,140 | e (1) [ oo [ e
4. 2007 Rttt | eetene st enes )99 SO OO XXX oovieireneenenneenee e 16,998 | ..o 8,749 |
B 2002ttt nenenens | ettene st )99 SO OO )99 SO OO XXX oovieireneenenneenee e 12,690 [ oo 3,886
B 20003, LR £ e e E e EE ettt en e nt e | entene st XXX eorerrenrenneneesnenne e XXX eoorereenrenreneesnenee e XXX eoorereenrenreneesnenee e XXX ririrenrenmensennenee [ e s 68,379
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - OTHER
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
1. Prorto 1999....c.cvvvrenenencnens |evereneeee e XX | e 73,169 [ .25 | e XXX | s 73,594
2. 1999, [ 19,918 716,304 | ..o 162 | 006 | 720,466
3. ....839,507 |.... ....844,385 | ...
4. 2007 | e 869,070 | 1,447,269 | ..ovoviieireeen 8410 | 006 | i 1,455,679
5. 2002.....ciiiieeneenennenen [ 82,383 | 44270 | 25T | 008 | e 44,527
8. 2003......coierreerneennnnenen [ 83,450 [ i 50,586 [..ovrrrrennnnnninnnneenn 294 |06 | 50,880
7. Total (Lines 1 through 6)..........coo [ e, DS TN [T 371,105 | i 18,426 | b XXX [ 3,189,531
8.

Total (Lines 2 through 6)...............

........................ 1,071,602
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Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2D - AGGREGATE RESERVE FOR ACCIDENT AND HEALTH CONTRACTS ONLY

1 2 3 4 5 6 7 8 9 10 11 12
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XV XIX Stop Disability Long-Term
Total and Medical) Supplement Only Only Benefit Plan Medicare Medicaid Loss Income Care Other
POLICY RESERVE
1. Unearned premium MESEIVES........c..ocueurrereernrernerneennseesenessesnnsnes | neeneenns 244.818,144 |......... 214,401,910 |........... 24,057,964 |............ 5,424,698 |.....cccoovnne. 933,572 | .erereeeerneeneeneineinns [ eernerneenninninninennnins [ e e [ | |
2. Additional policy rESEIVES (A)........evurerereecerrrrnereeseesneiseresenessenes [ ceerencenees 35,000,000 |........... 34,369,061 |...eovvreeneercerernerens [ e 630,939 | ..o [ e [ e [ [ | s | | s
3. Reserve for future contingent benefits............coooeerrnninnnnnns oo 0 [ | e e | [ e | e [ e | eerrneeesernnneeeenens | srreeeesse e [ e | e
4. Reserve for rate credits or experience rating refunds
(including §.......... 0) for investment iNCOME...........ocvrverrreneerneeneenns | neieenns 195,921,456 |......... 193,318,836 |.eevvvrerrrneineineinns | v 2,059,765 |..ooveerernnes 542,855 | ...eoieereineineinnineins [ eernerneeneineinnnennnens [ e e [ | o |
5. Aggregate write-ins for other policy reserves...........ccooovveerrinins Leesniiiicsssnceens 0 [ [ I [ I [ I [ I [ I [ I [ I [ I [ I [ I 0
B.  TOLAIS (GrOSS). e euureurererrerereeseeseriseesessesseesseseseseesesseesessssessns | eesenesnees 475,739,600 |......... 442,089,807 |........... 24,057,964 |............ 8,115,402 |....ccc...c. 1ATB,427 | e 1 PO 1 PO 1 PO 1 PO 1 PO 1 PO 0
7. Reinsurance Ceded...........cooeviiniiuniiniiniiscsnsnnns e 0 i [eoneininnsnnsnnnnes | eresnennensnensnennns | eonenensnensnsnsnenrsnens | sroeisnessnsensnensneennnes | eonenenenenenensnsnsnons | sreeisnoessnsensnensnennnes | onessnonsneensnesnsnianine | sronssnonssnensnensnennnes |eonenenesssnesnsnesnsnsnins | sronisnsssnsessnessnnesnnnes
8. Totals (net) (Page 3, LiNE 4).......covrurrininrininnineensesnessesseneennes [ eeesnenees 475,739,600 |......... 442,089,807 |........... 24,057,964 |.......... 8,115,402 [...ccc.e. 1AT6,427 | .o, [ P [ P [ P [ P [ P [ P 0
CLAIM RESERVE
9. Present value of amounts not yet due on claims...........cccoovereeeees oo 0 [ | e e | [ e | e [ e | eerrneeesernnneeeenens | srreeeesse e [ e | e
10.  Reserve for future contingent benefits..........ccoovvveennnncicincs [ 0 [ | e e | [ e | e [ e | eerrneeesernnneeeenens | srreeeesse e [ e | e
11.  Aggregate write-ins for other claim reserves...........coooovveeeecronns oo 0 [ [ I [ I [ I [ I [ I [ I [ I [ I [ I [ I 0
12, TOaIS (GrOSS)...eurvuueeurerrereirrernrieiseeeseesessseesessseesseseseessssessessssns | eeesesssessassssseseessns | O 1 PO 1 PO 1 PO 1 PO 1 PO 1 PO 1 PO 1 PO 1 PO 1 PO 0
13, ReinSUrance Ceded...........ccuvieuieiniiciniieieerieee e [ 0 i [eoneininnsnnsnnnnes | eresnennensnensnennns | eonenensnensnsnsnenrsnens | sroeisnessnsensnensneennnes | eonenenenenenensnsnsnons | sreeisnoessnsensnensnennnes | onessnonsneensnesnsnianine | sronssnonssnensnensnennnes |eonenenesssnesnsnesnsnsnins | sronisnsssnsessnessnnesnnnes
14, Totals (net) (Page 3, LINE 7).....vveereirreiisisisieniisississinnisenissennns | e [ P [ [ [ [ [ [ [ [ [ [ 0
DETAILS OF WRITE-INS
0507, oot eeret ettt ettt | ereieet ettt 0 [ ereerrrmmmermemennens e e [ [ | | s [ e [ e | o | s
0502, .ooeeeerereeseeeeet ettt | ereieet et 0 [ ereerrrmmmermemennens e e [ [ | | s [ e [ e | o | s
0503, eoeeeereeeeeseet et ettt | ereieet ettt 0 [ ereerrrmmmermemennens e e [ [ | | s [ e [ e | o | s
0598. Summary of remaining write-ins for Line 5 from overflow page....... | .cocooveernniinnnnns (VI O [ [ [ [ [ [ [ [ [ [ 0
0599. Totals (Lines 0501 thru 0503 plus 0598) (Line 5 bOVE).....cervwrrens [ rrrrrenrinnineiiniinnienas [ [ [\ IO [\ IO [\ IO [\ IO [\ IO [\ IO [\ IO [\ IO [\ IO 0
1101, ettt | ettt 0 [ ereerrrmmmermemennens e e [ [ | | s [ e [ e | o | s
1102, oottt sttt | ertt e 0 [ ereerrrmmmermemennens e e [ [ | | s [ e [ e | o | s
1103, ettt sttt | ettt 0 [ ereerrrmmmermemennens e e [ [ | | s [ e [ e | o | s
1198. Summary of remaining write-ins for Line 11 from overflow page.... [ ....ccccooorririnnns (VI O [ [ [ [ [ [ [ [ [ [ 0
1199. Totals (Lines 1101 thru 1103 plus 1198) (Line 11 @boVe).....oovrees |orrisiiiiisiiiinien, O O [0 PO [0 PO [0 PO [0 PO [0 PO [0 PO [0 PO [0 PO [0 PO [0 PO 0
(@) Includes $.....35,000,000 premium deficiency reserve.




srsntzs o ownter st zssrve. BLUE CROSS BLUE SHIELD OF MICHIGAN
UNDERWRITING AND INVESTMENT EXHIBIT

PART 3 - ANALYSIS OF EXPENSES
T

2 3 4
Claim General
Adjustment Administrative Investment
Expenses Expenses Expenses Total
1. Rent($.....3,051,578 for occupancy of own building).............cccceevreuiveirnieeiererieens | e 1,147,393 | i 1,904,185 | .o | e 3,051,578
2. Salaries, wages and other BENEFILS...........c.oveririiiriencincnesesee s | ceneeeeineiens 190,001,821 | .ooovvererienee 315,322,171 | oo 1,312,987 | .oovrireinnee 506,636,979
3. Commissions (less §.......... 0 ceded plus §$.......... 0.@SSUMEA)......ceoviceirieieirieereieies | cereeieinisneeresesseneeneeees | reeeeieisenes 280,492,081 | ..oveeeeeerriereinrreneenens | e 280,492,081
4. Legal feeS aNd EXPENSES. .....cuiuriiirieririririre ettt ee e | erserereeee s 683,031 [.coiiriirine 133,541 | | e 1,816,572
5. Certifications and accreditation fEes.............cocviriniiniincinciceeneren [ e | e [ e | e 0
6. Auditing, actuarial and other conSUItiNG SEIVICES. .........ceurureriririrecieieirrireereieieenenes | cerereieieiseneeees 719122 | 11,934,202 [ ..o 173,460 | .o 19,298,784
7. TraveliNg EXPENSES. .......cucurerieeieieeieeeieiireie e es s sees s seesesessssssssnsnnenas | sessesesesnensneees 4,231,962 |.covieicren 7,023,256 | .oovveerireiicieins 35,236 | oo 11,290,454
8. Marketing and @dVertiSiNG...........ccoceururuririireieieirre et | seeseieieene e eeees 2,791,070 [.oeririiiriens 4,631,988 | ..o | 7,423,058
9. Postage, express and telephone............ccoooiiiciirrnniecceeeeeees e | e 10,953,354 | ..oooiieine 18,177,906 | ..o 38,076 | .o 29,169,336
10.  Printing and 0ffice SUPPIES........cuevrvriririirieiririicieierse e snnenes | eeeeneeseeeisenees 3,333,400 |..ooerriiieiens 5,532,025 | oo 6,023 [ .o 8,871,448
11. Occupancy, depreciation and @mOrtization..............cccururrrreiniceirsnnceieeeeseseneeen | e 3,586,118 [..coerriireiene 5,951,430 [ 109,138 | oo 9,646,686
12, EQUIDMENT. ..ottt ettt ssessssesenenns | nesetetsenssssesesesssnsssnesssennnns | nereisensnssssesssssnessnnsenssennnns | oeeisininsnestssseneeressesnnens | ceteieess et 0
13.  Cost or depreciation of EDP equipment and SOftware.............cocococeernniicnnnnnens | veveieceesnns 29,384,439 | ..cooirina 48,765,664 | ...oovveeiiccne 57,368 | .o 78,207,471
14.  Outsourced services including EDP, claims, and other Services............ccoeovvvnneiees | veverecninninnad 60,041,127 | .oveiiiienns 99,642,721 | ..oiiiiiicne 100,684 | ...ccovvverenee 159,784,532
15.  Boards, bureaus and association fEes.............cceiuruiriiniiinicncncneeeenes [ 2,540,880 |.....coccvviennee. 4,216,780 | veovvveeienn 17,337 [ 6,774,997
16.  Insurance, except On real @State..........oviurururrieiicee s | s 689,598 |...ccoovriiirinns 1,144,439 | oo 1,422 | 1,835,459
17.  Collection and bank SEVICE Charges............ccrureririririeiieeicirseeecie e sisesees | s 348,293 ..o 578,019 [ oo [ 926,312
18.  Group service and adminiStration fEES...........ccurriiirirrriniceeeeeierre e | e | eereieeneneeesssne e | et | e 0
19.  Reimbursements by uninsured accident and health plans..............cccccovvnieininnnnes | veveennns (164,254,225) | ........coce. (424,572,827 [ .veveeeeeeieeeeneeee [ (588,827,052)
20. Reimbursements from fiscal INtErMEIANES............ccovuruieiriiiiriiricrcieercniens | e [ et | ereeesiee e | e 0
21, Real €STAE EXPENSES. .....veieiecicicieie ettt | eretetei sttt teaetnnes | creteteeeneie et st nnnnetensnnnnnnes [ ereeerannetetetneaenneeetennnnenenes | eeeternretetee et 0
22, Real 8StAtE tAXES.......coiciiciicii s | et [ et | et | e 0
23. Taxes, licenses and fees:
23.1 State and 10Cal INSUTANCE LAXES.........c....cuiieiieiiieiiriiciee e | erieinsiet st eiesniens [ cetiessisssissessssssnsens | etieinsiesnsies e eeeseiens | evesissiniesses s 0
23.2 State PreMIUM fAXES.....cucuieririireirieerirereieietsire sttt seseests e seesbssessesesesens | eeseesesessesesssnsessssssssenesess | feeessesesssnsnsseseansssnssesesesens | ersesesssnsnmsesesnssesssenesnsssans | seessesessessnsesnensssnssennenes 0
23.3 Regulatory authority licenses and fEES..........coourururirririiieriree s | e 403,831 |.eeeerreceeiris 670,188 [ ..o [ 1,074,019
234 PaYIOIl HAXES. ... ceecveeeneireereieiseeie et see s sessenseses | eessesisesnsenens 11,090,419 | ..ovvvirinenee 18,405,376 | ..oveovvereerincinne 80,800 [ ..ovorererenneen 29,576,595
23.5 Other (excluding federal income and real €State taXES).........ovvueererrrireerrniies [ e [ e [ e [ e 0
24.  Investment expenses not included elsewhere............ccoovioiiirrnnnncnerrneeees [ e (114) ] e (1) I 302 [ 0
25.  Aggregate Write-inS fOr EXPENSES.......c.evriiiuriririricieieireeece et nens [ enenesesesneeees (23,185,023) ] ..o (38,477,272) | oo [V (61,662,295)
26. Total expenses incurred (LINES 110 25).......crueererreerenirneieenniseieesneesesssseeessenees | ceneesseeneesnees 140,978,496 | ....ooovverienee 362,475,685 |....ovvrrveeeneene 1,932,833 |(@)-eeerrrenn 505,387,014
27.  Less expenses unpaid December 31, CUITENt YEar...........coeurviieeerunnirereeeeeeieenens [ v 55,467,674 | ...cccvvennee. 113,184,303 [ ..o [ e 168,651,977
28. Add expenses unpaid December 31, Prior YEar..........ccccooerrrniereeninreneeeseeeees [ rrenirieeiees 59,284,733 | .ccviviinn 109,406,519 [..oveveerieeerrrecreiees [ e 168,691,252
29.  Amounts receivable relating to uninsured accident and health plans, prior year.......... [ c.cccooiurenee 18,657,828 | ....ccvvvvenne 50,960,934 | ..o | e 69,618,762
30. Amounts receivable relating to uninsured accident and health plans, current year...... [ ..o 3,795,235 [ 9,807,757 [ [ 13,602,992
31. Total expenses paid (Lines 26 minus 27 plus 28 minus 29 plus 30)............cccocoeeveees fooirenn 129,932,962 |................. 317,544,724 |......oo.... 1,932,833 |..coovernnne. 449,410,519
DETAILS OF WRITE-INS
2501, ADMIN FEE RECOVETY......couiuurieieiieieeieiecieeseeie it sssens | cesneisssensisenes (23,185,023) [ ...cocvvrerrenee (38,A77,272) | .oooeeveeeeeneieeereeeeienns [ v (61,662,295)
2502, oottt ettt | entreet et st et st n st [ ertestent sttt enins [ ertesteni sttt | eesene et 0
2503, et E RS sttt ettt | entieet et sttt s st [ ertiertent sttt enins [ ertestene sttt | ettt 0
2598. Summary of remaining write-ins for Line 25 from overflow page...........ccceeveeivrieinine | cerniniensnncceieenes (0 R (0 R (0 R 0
2599. TOTALS (Lines 2501 thru 2503 plus 2598) (Line 25 8bOVE)........ovurrrrresrenseerrierssnenne [ eeeneiisiensinnes (23,185,023 ...cvvorrerrienns (38477,272) | ..o, 0 [, (61,662,295)
(@) Includes management fees of $.....7,748,004 to affiliates and $.....19,505,771 to non-affiliates.
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Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

EXHIBIT OF NET INVESTMENT INCOME

1
Collected
During Year

2
Earned
During Year

1. U.S. GOVEIMMENT DONGAS......ceieiieieiieieie ettt e e b st b bbbt n et
Bonds exempt from U.S. tax..
Other bonds (unaffiliated)....
Bonds of affiliates.......
Preferred stocks (unaffiliated).
Preferred stocks of affiliates...
Common stocks (unaffiliated).
Common stocks of affiliates...
Mortgage loans...............
Real estate......
Contract loans...........cc.......
Cash/short-term investments..
Derivative instruments........
Other invested assets.....
Aggregate write-ins for investment income
Total gross investment income.................

S 9,779,315

...3,330,984

............................ 10,007,901

...3,475,240
.15,398,904
..... 505,253

.89,221,779

INVESIMENT EXPENSES.......eviiecicieiririceiees e

Investment taxes, licenses and fees, excluding federal income taxes..
INTErESt EXPENSE. ... .veeeececiceirieeciete et
Depreciation on real estate and other invested assets..
Aggregate write-ins for deductions from investment income.
Total deductions (Lines 11 through 15)..........c.ccovirrenne

Net investment income (Line 10 minus Line 16

...1,932,833

.13,636,398

............................ 75,585,381

. Summary of remaining write-ins for Line 9 from overflow Page..........cccoriiiruririiiiccicieir e
. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @DOVE). ... cxereurieriiiiiiieiei ettt

EXHIBIT OF CAPITAL GAINS (LOSSES)

4
from Change i
Basis Book/

Adjusted
Carrying and

Realized
Gain (Loss)
on Sales
or Maturity

Other
Realized
Adjustments

Increases
(Decreases) by
Adjustment

Net Gain or (Loss)

Difference Between

Admitted Values

n

Total

................... 4,044,784

1. U.S. government bonds..........cccoceururrnnccinnnnneeees s
1.1 Bonds exempt from U.S. tax...
1.2 Other bonds (unaffiliated)....
1.3 Bonds of affiliates...............
2.1 Preferred stocks (unaffiliated).
2.11 Preferred stocks of affiliates...
Common stocks (unaffiliated).
Common stocks of affiliates
Mortgage loans...............
Real estate......
Contract loans....................
Cash/short-term investments..
Derivative instruments........
Other invested assets............ccceeveeieennnn.
Aggregate write-ins for capital gains (losses).

N
© oo~ oA W IN
NI

................... 4,044,784

—
o

Total capital gains (I0SSES).........vvveviviieiiiiieeeee

0998. Summary of remaining write-ins for Line 9 from overflow page..
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above).............
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Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

EXHIBIT 1 - ANALYSIS OF NONADMITTED ASSETS AND RELATED ITEMS
1 2 3

End of
Current Year

End of
Prior Year

Change for Year
(Increase) or
Decrease

Summary of ltems, Page 2, Lines 12 10 20, COIUMN 2...........ccooirniiirrrnieeeee s
Other nonadmitted assets:

2.1 BllS FECEIVADIE. ...
2.2 Leasehold improVEMENES..........ccuriiuiureririneceieie et
2.3 Cash advanced to or in hands of officers and agents............cccoerrreeeeiirrecce e
2.4 Loans on personal security, @ndorsed OF NOL............ourueurureriririniiecieies e
2.5 Commuted COMMISSIONS.........coovuiuieiiieiieieiieieiieie it
TOtal (LINES 2.1 10 2.5).....ceeieieeieieeee ettt et
Aggregate write-ins for other than invested asSets.........ccourriirirrree e

Total (Line 1 plus LiNES 3 AN 4)........cucuiuiiiiiiieiiiiiieciees ettt

0498. Summary of remaining write-ins for Line 4 from overflow page................. %.... 0. u—f R ...

0499. Totals (Lines 0401 thru 0403 plus 0498) (LINE 4 BDOVE)......cccccccerscccrssccesscessssesssscessscesscens
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LT

Sarentoct bt 3, 200 BLUE CROSS BLUE SHIELD OF MICHIGAN
EXHIBIT 2 - ENROLLMENT BY PRODUCT TYPE FOR HEALTH BUSINESS ONLY

Total Members at End of 6
1 2 3 4 5 Current Year

Prior First Second Third Current Member

Source of Enrollment Year Quarter Quarter Quarter Year Months
1. Health MainteNaNCE OFGANIZATIONS. .........c.cuiururiiieieietr ettt e bbbt see e bt essesesesesasssssenes | nebeteessassssetetasssaesetesesasesesesesasns | fetesassssetesesasssnsesesassssesetesasassnses | essesesesssnsssesesnsnssssnsesesasasssesesas | eretesssnsssesesssnsnssnsesesasnssnsesnsesanns | stesesassesesssnsnsnsesesssnsesesesssnssssens | seessesesesnsnssesesnsssnssesesesesasssesesaes
2. PrOVIAEr SEIVICE OFGANIZATIONS. .......vivrviiieeeeieteiie ettt ettt st es et eee e e s b b eeees e es et e b esesseses et et ssansesesesassssnns | £essesesesssnesesesnsnsnssesnsetesasasnsesasas | coetesssaesssesnsssnsnesnsesesassssesesesasnss | stesassssesesssnsasnnsesesasnsesesesasnssnness | sesssesesssssamsesnsesssnsssesesesassssesasass | netetesssassesesesssnssssesesasssnssnsesasasans | fetesassesesesssnsassesnsesnsnssesnsesasnasnas
3. Preferred provider OrganiZationS..............oeuieeurriereeseiineis ettt ettt | erbent ettt 1,168,225 | .o 1,255,339 | .voucereercirneeneenneieeens 1,281,848 | oo 1,234,224 | oo, 1,200,351 | .oveoeeeerreeneineineins 16,317,402
4. POINE Of SEIVICE. ... vvueuieaciacereiteceseet et es ettt s s E bbbt s b en et ensnenins | esbanesest sttt 103,883 | ..o 105,474 | .oooeoierrereeens 98,333 [ .o 94,729 .o 88,150 [.evuveeerirneirerenrieins 1,298,315
B INABMINIEY ONIY... ottt bbbttt [ ertentene ettt TOT,847 | oo 620,164 | ..o 610,922 | .o (10720 [ O 583,638 |..verrrererrrneireeneinees 7,999,248
6. Aggregate write-ins for Other lINES Of DUSINESS..........c.cururuiuririiecicieees ettt ns et enenas [ eretst st st sene st enersesea 620,228 [ ..o 790,739 [ 818,138 [ 857,546 [ 826,691 [ .o 9,853,344
S o - OO OO OO OO OO OO OO PO PO POTPPU PO PO PO PO PPPOOOPPPORTPPOUY DECPTOPOTPPOPP PP PPPPPO 2,659,983 [ ..o 2,771,716 [ 2,768,841 [ ..o 2,788,709 [ ..o 2,698,830 [ ..o 35,468,309

DETAILS OF WRITE-INS

0607, NGHONA! SEOPIOSS. ... cvrcvveeerieeesiseeees et eees e esees s es st st s b8ttt | eetsesb et en bt TT50 [ oo 210,088 |..veurereeriereieeneines 223,863 | ..o 244253 | AT (1 O 2,673,336
0602, LOCA! SEOPIOSS. ... vrvveerreseiseeseesaeeseeeeesesseesees s sttt s s ss e s s s8££ E e s bbb bbbt st | eetesb ettt n et st 543,078 | ..o 580,651 |..veurereeeirrereirneeneinees 594275 | .o 613,293 | o 612,321 | oo 7,180,008
L0 0XJOooOOOPoTUOU S POl OO U N OO OO OO P PP oo OO OT PO DOTTOs OO TP
0698. Summary of remaining write-ins for Line 6 from OVErlOW PAgE..........ccooiiiiciriririieicieisr e sesenes | eeeeseieiet s (0 OO (0 ISR (0 TSRO (0 OO (0 RSN 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LINE B ADOVE)......cxreuruurrsurersusareerssseserssseseesesssessessnessesensssesenssessesssnssessenssessssss | cesesssssssnsssessnssessnsssssans 620,228 | ..o 790,739 | 818,138 | ..o 857,546 | ..o 826,691 | ..o 9,853,344




Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

NOTES TO FINANCIAL STATEMENTS

1

SIGNIFICANT ACCOUNTING POLICIES

The accompanying annual statement of Blue Cross Blue Shield of Michigan (the Company) has been prepared in
accordance with Generally Accepted Accounting Principles (GAAP), except for the treatment of the sale-leaseback
transaction, which follows the statutory guidance of SSAP 22, Leases. The statement isin conformity with the NAIC
Annual Statement Instructions and Accounting Practices and Procedures manual except that it has been prepared in
accordance with GAAP, as prescribed for the Company by P.A. 350 of 1980. The Company has followed guidelines of
SSAP 47 related to ASC business reporting in order to comply with the request of the Michigan Office of Financial and
Insurance Services.

Cash Equivalents carried at cost, which approximates fair market value, are comprised of short-term investments with
initial maturities at date of acquisition of 90 days or less.

I nvestments - Pursuant to Statement of Financial Accounting Standards ("SFAS") No. 115, Accounting for Certain
Investments in Debt and Equity Securities , the Company has classified its debt securities as available-for-sale; accordingly,
its debt and equity securities are carried at fair value. The unrealized gains and losses related to these securities are
excluded from earnings and reported as a component of capital and surplus, net of related deferred income taxes. Realized
gains and |osses on sales of securities are determined based on the specific identification method and are included in
investment and other income. Declines in value judged to be other than temporary are included in investment and other
income.

The estimated fair values have been determined by the Company and its investment managers using available market
information and appropriate valuation methodologies. These estimates are subjective in nature and involve uncertainties
and matters of considerable judgment. Accordingly, the estimates presented herein are not necessarily indicative of the
amounts the Company could realize in a current market exchange. The use of different assumptions, judgments and/or
estimation methodologies may have a material effect on the estimated fair values.

Derivative I nstruments and Hedging Activities — SFAS No. 137, Accounting for Derivative Instruments and Hedging
Activities, requires companies to record derivatives on the balance sheet as assets or liabilities at fair value. Gains or
losses resulting from changes in the values of those derivatives would be accounted for depending on the use of the
derivative and whether it qualifies for hedging accounting. The Company has determined that the adoption of this
standard does not have a material impact on the consolidated financial position or results of operations.

Securities Lending - The Company enters into secured lending transactions and recognizes the collateral received and the
corresponding liability to return the collateral in accordance with the provisions of SFAS No. 140, Accounting for
Transfers and Servicing of Financial Assets and Extinguishments of Liabilities , which provides standards for
distinguishing transfers of financial assets that are sales from transfers that are secured borrowings.

Property and Equipment is stated at cost and is depreciated by the straight-line method over estimated useful lives
ranging from thirty to forty yearsfor buildings and five to ten years for equipment.

Softwar e Costs - Costs related to acquired and developed computer software for internal use are capitalized as incurred.
Capitalized costs are amortized using the straight-line method generally over afive to seven-year useful life.

Long-Lived Assets held and used by the Company are reviewed based on market factors and operational considerations
for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be
recoverable.

Investmentsin Subsidiaries arereported on the net worth basis. All subsidiaries listed in Schedule D and BA are 100%
owned by the Company.

Liability for Unpaid Claims and Claim Adjustment Expenses is an actuarial estimate of outstanding claims, primarily
consisting of claimsincurred but not reported. This estimate is based upon historical claims experience modified for
current trends and changes in benefit coverage, which could vary as the claims are ultimately settled. Processing expense
related to claims is accrued based on an estimate of expenses to process such claims. Revisions in actuarial estimates are
reported in the period in which they arise.

Experience Rated Groups— A liahility is established for experience rated group contracts as a result of favorable
experience based on an actuarial estimate of underwriting gains which will be returned to groups, either as cash refunds or
future rate reductions. Under terms of most of the experience rated group contracts, recovery, if any, of underwriting
losses through future rate increases is not recognized until received. The off-balance sheet receivables arising from
underwriting losses for experience rated groups are $103,839,242 and $125,904,447 as of December 31, 2003 and 2002,
respectively.

Area Rated Groups - The arearated group line of business is considered a regulated business under accounting principles
generally accepted in the United States of America ("GAAP") in that the Company’s rating formulafor area rated groups
is subject to regulation by the Office of Financial and Insurance Services ("OFIS"). The difference between costs and
revenues for arearated groups are therefore considered regulatory assets or liabilities because they are, over time, either
returned to the groups or collected from them via future rate adjustments. A regulatory asset is carried on the balance
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Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

NOTES TO FINANCIAL STATEMENTS

sheet to the extent the Company considersit probable that the rating formula for future years will be sufficient to recover
the asset.

Premium Deficiency Reserve - A liability for premium deficiency losses are recognized when it is probable that expected
claim losses and allocable administrative expenses will exceed future premiums on existing health and other contracts
without consideration of investment income. For purposes of premium deficiency losses, contracts are grouped in a
manner consistent with the Company’ s method of acquiring, servicing and measuring the praofitability of such contracts.
Once established, premium deficiency losses are amortized over the remaining life of the contract. 1n 2003 a $38.0 million
premium deficiency reserve was established for the anticipated loss on the state sponsored MIChild insurance program,
which provides health and dental insurance for uninsured children of Michigan's working families. The MIChild premium
deficiency reserve will be amortized over atwo-year contract period ending September 30, 2005. At December 31, 2003
remaining premium deficiency reserve is $35.0 million.

Premium and Fee Revenues - Premiums, which generally are hilled in advance, are recognized as revenue during the
respective periods of coverage. Premiums applicable to the unexpired portion of coverage are reflected in the
accompanying consolidated balance sheet as unearned revenue.

Fee revenue primarily consists of administrative fees for services provided under administrative service contracts (ASC),
including management of medical services, claims processing and access to provider networks. Under ASC arrangements,
self-funded groups retain the full risk of paying claims. Amounts due from ASC groups are equal to the amounts required
to pay claims and pay administrative fees. Administrative fees are earned as services are performed and are calculated
based on the number of membersin a group or the group’s claim experience. Since benefit expenses for ASC
arrangements are not the responsibility of the Company, claims paid and the corresponding reimbursements are excluded
in the consolidated financial statements. Administrative fee revenue and the corresponding expenses related to ASC
arrangements are included in operating expenses.

Employee Benefit Plans - The Company has defined benefit retirement income plans covering substantially all employees
21 years or older having one year or more of continuous service. The Company’s policy isto fund accrued retirement
costs, as determined by consulting actuaries, to the extent permitted by Internal Revenue Service regulations.

The Company has defined benefit health care and other benefit plans covering substantially all employees and their
dependents who retire from active employment and meet minimum age and service requirements. These plans are funded
on a pay-as-you-go basis.

The Company has defined contribution plans, which are qualified under Section 401(k) of the Internal Revenue Code,
covering al employees who dect to participate. The Company matches a certain percentage of employees’ contributions.

Blue Cross Blue Shield Association (" BCBSA") Deposit - As part of its BCBSA license requirements, the Company is
required to maintain a custodial bank account to assure the payment of claimsin the event of the Company’s insolvency.
The account balance is calculated as a percentage of the Company’ s unpaid claim liability and consists primarily of
marketable securities. The funds in the account are included in the Company’ s investment portfolio. The Company has
the ability to trade and transfer securities within the account as long as balance in the account is at or above the required
minimum. The required balance for the period April 1, 2003 through March 31, 2004 is $127.1 million. At December 31,
2003, the balance in this custodial account is $137.2 million.

2. STATUTORY ACCOUNTING INFORMATION

With the passage of Act 59, the Company is required to prepare statutory financial statements in accordance with the
statutory accounting practices ("SAP") prescribed or permitted by OFIS. Prior to the enactment of the new law, the
Company was required to prepare its statutory statements in accordance with GAAP and as such, subscriber reserves and
unassigned funds for 2002 and 2001 do not differ from the subscribers' reserves and unassigned funds as reported in the
Company’s GAAP audited financial statements.

As permitted under the new law, the Company and OFIS have agreed to a three-year transition plan that will allow the
Company to switch from GAAP to SAP in anon-disruptive manner. Implementation of the transition plan will begin with
the first quarter 2004 statutory filing.

All statutory requirements under the transition plan will be fully adopted by January 1, 2007. Prior to full implementation,
however, the Company began accounting for the sale-leaseback transaction in accordance with SSAP No. 22, Leases,
effective with the third quarter 2003 statutory filing. Adoption of SSAP No. 22 increased net income and statutory capital
and surplus by $6.8 million. Statutory capital and surplus at December 31, 2003 was $1,898.1 million. The essential
elements of the transition plan, as set forth in State Order No. 03-080M are as follows:

Bonds- The Company will continue to report the current portfolio (any security purchased on or before December 31, 2003)
on a GAAP basis and any new securities purchased after December 31, 2003 will be reported in accordance with SAP.
Approximately 33% of the Company’s portfolio will be valued on a SAP basis after year one, 66% after year 2 and 100%
after year 3.

Investment in subsidiariess The Company will use the current equity method and follow SAP in valuing the subsidiaries.
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NOTES TO FINANCIAL STATEMENTS

The Company will have three years to record the statutory impact to surplus for investment in subsidiaries based on the
following percentages: 1St year 25%, 2nd year 50%, 3'd year 75%.

Goodwill- The Company will apply SAP guidelines, however the percentage of surplus limitation will be asfollows: 1 St
year 16%, 2nd year 14%, 3'd year 12%.

Regulatory asset- The Company will non-admit the balance based on the following percentages: 1 St year 25%, 2nd year
50% 3rd year 75%.

Furniture, equipment and automobiles- The Company will non-admit balances in accordance with SSAP No. 19 and 20.

Retiree health obligation- The Company will discontinue reporting an obligation for non-vested employees. The statutory
impact will be reported in the first year.

Retiree pension asset- The Company will non-admit the balance based on the following minimum percentages: 1 St year
25% 2nd year 50% 3'd year 75%.

Prepaid expenses and other assetss The Company will non-admit balances in accordance with SAP.

The proforma impact to December 31, 2003 GAAP subscriber reserves under each year of the transition plan is disclosed
below (in millions):

2003 under 2003 under 2003 under 2003 under

Yearl Y ear 2 Year 3 Year 4
GA AP Subscriber Reserves $ 18913 $ 18913 $ 18913 $ 18913
A dd (Deduct) Transition Plan Items
Computer and software equipment
included in the sale-leaseback 6.8 6.8 6.8 6.8
Bonds (17.5) (35.0) (52.5) (52.5)
Investment in Subsidiaries (18.5) (37.0) (55.4) (73.9)
Goodwill - (6.8) (38.2) (69.5)
Regulatory A sset (28.1) (56.1) (84.3) (112.4)
Furniture, equipment & automobiles (10.3) (10.3) (10.3) (10.3)
Computer and software equipment
not included in the sale-leaseback (51.3) (51.3) (51.3) (51.3)
Retiree H ealth Obligation 114.1 114.1 114.1 114.1
Retiree Pension A sset (27.8) (55.6) (83.3) (111.2)
Prepaid Expenses and other assets (41.4) (41.4) (41.4) (41.4)
(74.0) (172.6) (295.8) (401.5)
SAP Subscriber Reserves $ 18173 $ 17187 $ 15955 $ 1489.8

3. ADMINISTRATIVE SERVICE CONTRACTS (ASC)

For Annual Statement purposes, the Company is reporting ASC business in conformity with Statement of Statutory
Accounting Principles (SSAP) No. 47, Uninsured Plans. Presented below is the disclosure required by SSAP No. 47 for
the administrator of plans. The gain from operations from ASC uninsured plans and the uninsured portion of partially
insured plans (ASC plans with stop loss coverage) was as follows as of December 31, 2003:

ASC Plans ASC Plans Total

w/o Stop L oss With Stop Loss
Gross reimbursement
for medical
cost incurred 2,424,442 511 $3,324,640,172 $5,749,082,683
Gross administrative
fees accrued 211,370,467 377,456,586 588,827,052
Subsidy transfer (1,039,717) (44,868,836) (45,908,553)
Gross expenses
incurred (claims
and administrative) 2,630,110,026 3,605,810,983 6,235,921,009
Total net gain from $4,663,235 $51,416,938 $56,080,173
operations
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NOTES TO FINANCIAL STATEMENTS

4. COMBINED INSURED AND ASC FINANCIAL INFORMATION

Insured ASC Total

Premiums fees and $5,554,674,204 $6,337,909,735 $11,892,583,940
reimbursements
Claimsincurred 4,784,056,750 5,749,082,683 10,533,139,436
Increasein A&H 35,000,000 35,000,000
reserves
Administrative
expenses 486,838,326 1,092,281,233

605,442,907
Total operating
expenses 5,424,499,660 6,235,921,009 11,660,420,669
Senior cost transfer 45,908,553 (45,908,553) -
Underwriting gain $176,083,098 $56,080,173 $232,163,272

5. SALE-LEASEBACK TRANSACTION

The Company entered into a sale and leaseback agreement with RBS Lombard (Lombard) on September 25, 2003. Under
the transaction, the Company sold Lombard substantially all of its computer hardware and software at a net book value of
approximately $101 million and subsequently leased the assets back. No gain or loss was recorded on this transaction.

A second sale and leaseback transaction was entered into on November 25, 2003 under which the Company sold Lombard
$53.2 million of work-in-process capitalized software. No gain or loss was recorded on this transaction.

Theinitial lease terms are five years, and monthly lease payments are based on a ten-year amortization period with a
balloon payment at the end of five years. In lieu of payment of the balance at the end of year five, the Company will have
the option to enter into another lease for an additional five years.

As part of the financing agreement, the Company is required to maintain aletter of credit to collateralize the transaction.
The current letter of credit is with Comerica Bank. The amount of the letter of credit is equal to 50 percent of the financed
amount of the sale-leaseback transaction. The term of the letter of credit is for one year and will renew annually. At
December 31, 2003, the value of the letter of credit was approximately $77.1 million. Initial fees and closing costs,
totaling approximately $1.9 million incurred in connection with the sale-leaseback transactions have been expensed for
statutory reporting purposes.

The sale-leaseback transaction has been accounted for under SSAP No. 22, which requires a sale of equipment that is
accompanied by aleaseback of all or part of the equipment be accounted for as an operating lease. The rent expense
incurred during 2003 related to the sale-leaseback transactions was $4.1 million.

Future minimum lease payments as of December 31, 2003 in connection with the sale-leaseback transactions are as
follows:

Lease Payments

Under Sale-

Year Ending Leaseback

31-Dec Agreement
2004 $ 21,151,807
2005 21,151,807
2006 21,151,807
2007 21,151,807
2008 and thereafter 94,160,569

6. OTHER OPERATING LEASES
The Company leases computer equipment and office space under various non-cancelable operating leases. Rental

expense was $6,995,000 and $10,041,000 December 31, 2003 and 2002 respectively. At December 31, 2003, future
minimum |ease payments are as follows:
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Year 2004 5,803,000
Year 2005 5,148,000
Year 2006 5,144,000
Year 2007 5,461,000
Year 2008 5,601,000
Total $ 27,157,000

7. RECONCILIATION TO GAAP BALANCES

The sale-leaseback transaction meets the criteria of a capital lease as set forth under SFAS 13, and isreflected as a
capital lease for purposes of the Company’s GAAP financial statements. For GAAP purposes, the assets remain on the
balance sheet and continue depreciating, and the Company established aliability for the sale-leaseback obligation. Due
to this difference in accounting, the Company’s GAAP financial statements reflect different net income and surplus
than the amounts included in the accompanying financial statements.

A reconciliation of GAAP to Statutory balances is provided below:

December 31, 2003

GAAP net income $ 367,693,373
Depreciation expense on assets sold 11,339,826
Operating lease expenses (4,062,959)
Sale-Leaseback transaction fees (1,907,539)
Interest expense 1,434,694
Net income as reported on annual statement $ 374,497,394
GAAP surplus $ 1,891,319,257
Depreciation expense on assets sold 11,339,826
Operating lease expenses (4,062,959)
Sale-Leaseback transaction fees (1,907,539)
Interest expense 1,434,694
Surplus as reported on annual statement 1,898,123,279

8. REGULATORY ASSET

The Company has recorded a regulatory asset of $112,356,000 and $223,779,000 at December 31, 2003 and 2002,
respectively, for the recovery of costs associated with its Area Rated group line of business. These costs are considered a
regulatory asset in accordance with SFAS No. 71, Accounting for the Effects of Certain Types of Regulation , as amended
by SFAS No. 144. The Company collected approximately $111,400,000 and $51,400,000 of the regulatory asset during
2003 and 2002, respectively. The Company recorded no impairment charge during 2003 and a $30,000,000 impairment
charge for the year ended December 31, 2002. The impairment charge represents the estimated portion of the regulatory
asset for which the recovery period extends beyond a time frame believed by management to be probable.

BANK LINE OF CREDIT

In September 2002, the Company became a member of the Federal Home Loan Bank of Indianapolis (, FHLBI*) when it
purchased a prescribed percentage of FHLBI common stock. The Company’s investment in FHLBI common stock at
December 31, 2003 and 2002 was $6,290,300 and $5,052,600, respectively. The Company’s investment in FHLBI
common stock is reviewed annually and adjusted periodically to reflect at least one percent of the Company’s
mortgage-backed portfolio at a given period of time. Membership in FHLBI entitles the Company to line of credit
privileges. The Company entered into a one-year, renewable overdraft line of credit agreement with FHLBI. Under the line
of credit agreement, the Company’ s aggregate amount of outstanding advances at any one time is limited to $100,000,000.
Interest rates, averaging 1.53% for both 2002 and 2003 were calcul ated and accrued on outstanding advances on a daily
basis. At December 31, 2003 and 2002, there were no outstanding advances relating to this line of credit. Interest on the
FHLBI line of credit totaled $46,370 and $19,322 in 2003 and 2002, respectively.

RETIREMENT INCOME PLANS
Substantially all employees who meet certain requirements of age and length of service are covered by the Company’s

defined benefit retirement income plans. Benefits paid to retirees are based on age at retirement, years of credited service
and highest monthly average earnings over 60 consecutive months.
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11.

Under the Company’ s amended retirement account plan, each participant has an account balance to which interest credits
and earnings credits are added. Interest will be credited quarterly based on the prior August one-year Treasury hill rate.
Earnings credits of 6% to 10% are credited to participants’ account balances on a monthly basis and monthly 2% transition
credits are made through 2008. Employees can eect to receive the lump sum value of their account balance or monthly
payments at retirement or termination.

The following table sets forth the projected benefit obligation and funded status at the plan measurement date of September
30 and the accrued/(prepaid) pension expense at December 31 (in thousands):

2003 2002
Actuarial present value of benefit obligations:

Vested benefits $ 636,811 $ 566,074
Nonvested benefits 34,332 27,012
Accumulated benefit obligation 671,143 593,086
Effect of estimated future payincreases 79,843 69,605
Projected benefitobligation 750,986 662,691

Plan assets atfair market value, principally government
bonds, notes and corporate equity securities 690,373 600,704

Plan assets in excess of or (less than) projected
benefit obligation $ (60,613) $ (61,987)

Prepaid pension expense included in other assets
and pension/postretirement liabilities in 2003 and 2002, $ 111,099 $ 99,935

respectively

The discount rate used in determining the actuarial present value of the projected benefit obligation was 6.50% at
December 31, 2003 and 7.25% at December 31, 2002. Assumed rates of increase in future compensation range from
5.53% to 2.98% at December 31, 2003 and 2002, depending on the ages of the participants. The expected long-term rate
of return on assets was 9.50% at December 31, 2003 and 2002.

The following tabl e sets forth the benefit costs, employee contributions and benefits paid of the plans at December 31, (in
thousands):

2003 2002
Net periodic pension (income) cost $ (2,375) $ (4,123)
Employer contributions 9,050 86,572
Benefits paid 35,718 35,952

POSTRETIREMENT BENEFITSOTHER THAN PENSIONS

The Corporation provides certain health care and selected other benefits to all employees and their dependents.
Represented and nonrepresented employees who have at least ten years of service after age 45 and retire from active
employment or who become disabled and meet certain benefit and service requirements are digible.

This benefit is subject to revision at the discretion of the Board of Directors for nonrepresented employees and for
represented employees, subject to collective bargaining agreements. These plans are noncontributory plans.

Certain revisions to the nonrepresented employees’ postretirement benefits other than pensions will take effect January
1, 2004. Nonrepresented employees retiring after December 31, 2003 may share in the cost of their health care
premiums and have higher deductibles and co-payments depending on their digibility status at December 31, 2003.
Additionally, nonrepresented employees hired on or after January 1, 2004 are required to have fifteen years of service
after age 45 to be digible for retiree health care benefits and selected other benefits.

The Corporation’ s postretirement health care plan is unfunded. The accumulated obligation for employee postretirement

benefits attributable to active and retired employees at the September 30 measurement date and other relevant
information at December 31 is as follows (in thousands):
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13.

2003 2002

Accumulated postretirement benefit obligation:
Retirees and dependents $ 165,732 $ 141,357
Eligible active participants 85,597 78,676
Actives not yet eligible 148,746 110,138
Accrued postretirement obligation 400,075 330,171
Unrecognized accumulated net gain (loss) (105,050) (56,165)
Unrecognized prior service cost 19,035 4,778

Accrued postretirement benefit liability included

in accrued expenses $ 314,060 $ 278,784

Accrued postretirement expense included in
other liabilities $ 314,061 $ 278,784
Net periodic postretirement cost $ 47,668 $ 40,790
Benefits paid $ 12,392 $ 11,229

For 2003, the health care trend rate on covered benefits is assumed to be 9.33% in 2004, ratably downgrading to 4.75% by
2008 and all years thereafter.

For 2002, the health care trend rate on covered benefits is assumed to be 10.25% in 2003, ratably downgrading to 5.50%
by 2008 and all years thereafter.

The discount rate used in determining the actuarial present value of the accumulated postretirement obligation was 6.50%
at September 30, 2003 and 6.50% at September 30, 2002.

On December 8, 2003, the Medicare Prescription Drug, | mprovement and Modernization Act of 2003 ("Act") was signed
into law. The Act provides a prescription drug benefit under Medicare ("Medicare Part D") aswell as afederal subsidy to
sponsors of retiree health care benefit plans that provide a benefit that is at least equivalent to the Medicare Part D benefit.
The ultimate financial impact that this new law will have on the Corporation’ s retiree health plan obligation is not yet
known due to the fact that at this time specific authoritative guidance on the accounting for the federal subsidy is pending
and when issued could require the Corporation to change previously reported information. Under the provisions of FASB
Staff Position ("FSP') FAS 106-1, Accounting and Disclosure Requirements Related to the Medicare Prescription Drug,
Improvement and Moder nization Act of 2003, the Corporation has dected to defer recognition of the financial statement
impact until authoritative guidance is issued.

SALVAGE AND SUBROGATION

Anticipated Salvage and Subrogation included as areduction to Claims Unpaid asreported on line 1, page 3 is as follows
(in thousands):

Health Insurance Lines of Business 2003 2002
1996 Accident Year - 2,463
1997 Accident Year - 2,567
1998 Accident Year 368 5,846
1999 Accident Year 1,139 15,967
2000 Accident Year 4,149 54,281
2001 Accident Year 20,855 319,777
2002 Accident Year 154,073 1,323,472
2003 Accident Year 1,136,547

FEDERAL INCOME TAXES

The Company files a consolidated federal income tax return with The Accident Fund Insurance Company of America and
PPOM, LLC. PPOM, LLC isorganized as a sole member limited liability company, and has elected to be treated as a
division of the Company for federal tax purposes.

Income taxes are allocated between the companies in accordance with written agreements which have been approved by
the Board of Directors. Allocation is based upon separate return calculations. Inter-company tax balances are settled
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14.

15.

16.

17.

annually in the first quarter.
BCBSM's HMO affiliates are exempt from federal income tax under 501 (C) (4) of the Internal Revenue Code.
SUBSCRIBERS RESERVES

Under the provisions of Public Act 59 of 2003 ("Act 59") of the State of Michigan, the Company must maintain adequate
subscriber reserves to comply with Section 403 of the Michigan Insurance Code, which requires authorized insurersto be
safe, reliable and entitled to public confidence. Asaresult, the Company is required to file with OFIS, on an annual basis,
its health risk-based capital ("HRBC") calculation based on the National Association of Insurance Commissioners
("NAIC") model. Act 59 requires the Corporation to maintain a HRBC ratio of at least 200 percent but not to exceed
1,000 percent of subscriber reserves. At December 31, 2003, the Corporation’s estimated HRBC ratio, which was
calculated based on the NAIC model, is 633%.

Prior to July 2003, the Company was required to maintain subscribers' reserves at atarget level established in cooperation
with the OFIS. The Company’ s established target was a function of the Company’ s underwritten and self-funded benefits
provided and operating expenses, applied to certain risk factors as determined by the OFIS. The Company was required to
maintain subscribers' reserves at 105% to 150% of the calculated target. The Company was within the permitted target
range for 2002 and 2001.

SURPLUSDEBENTURES
None
MEDICARE SUPPLEMENTAL EXPERIENCE EXHIBIT
Data represent 2002 experience and are not avail able based on palicy issue dates.
CONTINGENCIES

The Company has been included as a defendant in two national class action lawsuits filed against the Blue Cross Blue
Shield Association and several Blue Cross Blue Shield Plans, alleging unfair pricing of medical claims for amultiple year
period. As both lawsuits are in the early stages of development, it is not yet possible to make an assessment regarding the
probability of an adverse outcome, nor an estimate of the potential range of loss. The Company bdieves it has meritorious
defenses against both lawsuits and intends to defend the actions vigoroudly.

In addition, the Corporation is the defendant in numerous other lawsuits arising in the normal course of business. While
the ultimate outcome cannot be determined at this time, it is the opinion of management and outside counsel, that the
outcome of such lawsuits will not have a material adverse effect on the Corporation’ s consolidated financial position or
results of operations.

Under the terms of self-funded administrative service contracts with its customers, the Company is subject to audits of
claims processed by the Company as well as those processed by its related participating plans in other states. Such audits
encompass the accuracy of claims payments made on behalf of customers and the administrative expenses charged to the
customer. The Company records an estimated amount for the resolution of customer disputes. Settlements of such
disputes are not expected to have a material effect on the Corporation’s consolidated financial position or results of
operations.
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SUMMARY INVESTMENT SCHEDULE

Investment Categories

Gross
Investment Holdings

Admitted Assets as Reported
in the Annual Statement

1 2
Amount

Percentage

3
Amount

4
Percentage

© © N o

Bonds:
11 LS. ArBASUNY SBCUMHIES. ... .vieceeieteeeie ettt ettt ettt
1.2 U.S. government agency and corporate obligations (excluding mortgage-backed securities):
1.21 Issued by U.S. gOVEINMENE AgENCIES.........cururuririircieieirrireeieie et
1.22 Issued by U.S. government SpONSOred @gENCIES...........cuuiuiuruririarrireineresineseeeisiseseere et
1.3 Foreign government (including Canada, excluding mortgage-backed SeCUrties)...........ccoeurureirrurirnaencnennas
1.4 Securities issued by states, territories and possessions and political subdivisions in the U.S.:
1.41 States, territories and possessions general 0bligations..............oeurueurriieirienineieese e
1.42 Political subdivisions of states, territories & possessions & political subdivisions general obligations...
1.43 Revenue and assesSmeNt OblIgations............ccurriieieieirninicice e
1.44 Industrial development and similar obligations..............cooiiririrriceie e
1.5 Mortgage-backed securities (includes residential and commercial MBS):

1.51 Pass-through securities:
1.511 Guaranteed By GNMA..........oooiiir ettt
1.512 Issued by FNMA and FHLMC.........cc.ouiiiiiieineicieeseee st sesees
1,513 PrIVALEIY ISSUBH. ...ttt en
1.52 CMOs and REMICs:
1.521 Issued by FNMA and FHLMC.........cc.ouiiiiieicneicieseee ettt sssees

1.522 Privately issued and collateralized by MBS issued or guaranteed by
GNMA, FNMA OF FHLMC ..ottt

1.523 All other privately ISSUBT. ........cccururuerriieieie et

Other debt and other fixed income securities (excluding short-term):

2.1 Unaffiliated domestic securities (includes credit tenant loans rated by the SVO).........ccccovviiicnniniicnne
2.2 Unaffiliated fOreign SECUMEIES. ...... ... rueerererirerereieiet sttt et
2.3 AFfilIated SECUMLIES........o.ieiciicice bbb

Equity interests:
3.1
32

Investments in MUEUAI FUNDS...........cccuiiiiiii s
Preferred stocks:

321 AFIIBEEA. .. .eeveeeee ettt
3.22  UNAffilIAted.......covieii e
3.3 Publicly traded equity securities (excluding preferred stocks):

331 AFFIIBEEA. . veo vttt
3.32 UNAffiliAted.......coeieie e
3.4 Other equity securities:

BT ATIBLEA. .. .v.voeee ettt
342 UNAffiliAted.......ooovieii e
3.5 Other equity interests including tangible personal property under lease:

35T AFIIBLEA. .. .eecveeeeee ettt
3.52  UNAffiliAted.......c.ovieiii e

Mortgage loans:

4.1 Construction and 1and develoPMENL............coiiirurrricceer e
4.2 AGHCUIUIAL ...ttt et bbb bRttt
4.3 Single family residential PrOPEIIES...........ciuirrruririeiiceeeer ettt
4.4 Multifamily residential PrOPEILIES. ... ..ot et
4.5 COMMETCIAI IOBNS. ..ottt bbb
4.6 Mezzaning real @State I0ANS...........c.oviviiiiciicic e s

Real estate investments:
5.1 Property 0CCUPIEA DY COMPANY.........ciururuiriicieieieisri ettt et s et
5.2 Property held for production of income (includes $.......... 0 of property acquired in satisfaction of debt).........
5.3 Property held for sale ($......... 0 including property acquired in satisfaction of debt)............cccoeovvniiicnns
PONCY I0BNS. ...ttt b8 R ARkttt
RECEIVADIES TOF SECUIHIES........c..eiieiiecic e
Cash and Short-term INVESIMENLS. ..o
Other INVESTEA @SSELS.........oieiieciieiie et

TOtAl INVESTEA @SSELS..........eiiiectctitiiiteee ettt ettt s e

..... 1,

256,745,920

061,308,986

184,594,801
191,571,086

1.9

.00
.00
.00

..0.0

..0.0
..0.0

.00
.00
.00

..0.0

.00
.00

.00
3.2

.00
.00

.00
.00
.00
.00
.00
.00

........ 256,745,920

..... 1,061,308,986

........ 184,594,801
........ 191,571,086

................ 7.9

................ 0.0
................ 0.0
................ 0.0

................ 0.0

................ 0.0
................ 0.0

................ 0.0
................ 0.0
................ 0.0

................ 0.0

................ 0.0
................ 0.0

................ 0.0
................ 3.2

................ 0.0
................ 0.0

................ 0.0
................ 0.0
................ 0.0
................ 0.0
................ 0.0
................ 0.0

..... 3,

253,114,797

..... 3,253,114,797
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22

3.1

32

33

34

41

4.2

5.1

5.2

6.1

6.2

71

72

GENERAL INTERROGATORIES

PART 1 - COMMON INTERROGATORIES
GENERAL

Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which
is an insurer?

If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such

regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing

disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model

Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards

and disclosure requirements substantially similar to those required by such Act and regulations? Yes[X]

State regulating? Michigan

Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity?

If yes, date of change:
If not previously filed, fumnish herewith a certified copy of the instrument as amended.

State as of what date the latest financial examination of the reporting entity was made or is being made.

State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.
This date should be the date of the examined balance sheet and not the date the report was completed or released.

State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date).

By what department or departments? Office of Financial and Insurance Services

During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination
thereof under a common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial

part (more than 20 percent of any major line of business measured on direct premiums) of:

4.11 sales of new business?

412 renewals?

During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:

4.21 sales of new business?
4.22 renewals?
Has the reporting entity been a party to a merger or consolidation during the period covered by this statement?

If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.

1 2 3
Name of Entity NAIC Company Code| State of Domicile

Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? (You need not report an action, either formal or informal, if a
confidentiality clause is part of the agreement.)

If yes, give full information:

Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity?
If yes,
7.21 State the percentage of foreign control.

7.22 State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)
1 2
Nationality Type of Entity

27

Yes [ X] No[ 1]

No[ ] NA[ ]

Yes[ ] No [X]

N/A

09/30/2000

09/30/2000

09/11/2001

Yes[ ] No [X]

Yes[ ] No [X]

Yes[ ] No [X]

Yes[ ] No [X]

Yes[ ] No [X]

Yes[ ] No [X]

Yes[ ] No [X]
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8.1
8.2

8.3
8.4

141

11.2
1.3
114

15.1

15.2

16.1

16.2

171

17.2

GENERAL INTERROGATORIES (continued)

Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes[ ] No[X]
If response to 8.1 is yes, please identify the name of the bank holding company.
Is the company affiliated with one or more banks, thrifts or securities firms? Yes|[ 1] No[X]
If response to 8.3 is yes, please provide the names and location (city and state of the main office) of any affiliates regulated by a federal
financial regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of
Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC) and identify the
affiliate's primary federal regulator].
1 2 3 4 5 6 7
Affiliate Name Location (City, State) FRB 0occ 0TS FDIC SEC
What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Deloitte & Touche, Suite 900, 600 Renaissance Center, Detroit, Michigan 48243-1704
What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with a(n) actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
John Dunn ASA MAAA Director and Corporate Actuary
Blue Cross Blue Shield of Michigan, 600 E. Lafayette, MC 1850, Detroit, Michigan 48226
FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?
Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located? Yes[ ] No[ ]
Have there been any changes made to any of the trust indentures during the year? Yes[ ] No[ ]
If answer to (11.3) is yes, has the domiciliary or entry state approved the changes? Yes[ ] No[ ] N/AT 1]
BOARD OF DIRECTORS
Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof? Yes [ X] No[ 1]
Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof? Yes [X] No[ ]
Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation
on the part of any of its officers, directors, trustees or responsible employees which is in or is likely to conflict with the official duties
of such person? Yes [X] No[ ]
FINANCIAL
Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):
15.11 Todirectors or other officers 0
15.12 To stockholders not officers 0
15.13 Trustees, supreme or grand (Fraternalonly) 0
Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):
15.21 Todirectors or other officers 0
15.22 To stockholders not officers 0
15.23 Trustees, supreme or grand (Fraternalonly) 0
Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for
such obligation being reported in the statement? Yes[ ] No [X]
If yes, state the amount thereof at December 31 of the current year:
16.21 Rented fromothers 0
16.22 Borrowed fromothers e 0
16.23 Leased fromothers e 0
16.24 Other e 0
Disclose in the Notes to Financial the nature of each obligation.
Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty
fund or guaranty association assessments? Yes[ ] No [X]
If answer is yes:
17.21 Amount paid as losses or risk adjustment 0
17.22 Amountpaid as expenses 0
17.23 Otheramounts paid 0
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INVESTMENT
18.  List the following capital stock information for the reporting entity:
1 2 3 4 5 6
Number of Shares Number of Shares Par Value Redemption Price Is Dividend Are Dividends
Class Authorized Outstanding Per Share If Callable Rate Limited? Cumulative?
Preferred.... ..N/A ..Yes[ ]..No|
..N/A

19.1 Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date, except as shown by Schedule E-Part 3-Special Deposits?

19.2 If no, give full and complete information relating thereto.
Certain securities are loaned subject to a securities lending agreement with State Street Bank

20.1 Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity, except as shown on Schedule E-Part 3-Special Deposits, or has the reporting entity sold or transferred any
assets subject to a put option contract that is currently in force? (Exclude securities subject to Interrogatory 16.1)

20.2 If yes, state the amount thereof at December 31 of the current year:
20.21 Loaned to others
20.22 Subject to repurchase agreements
20.23 Subject to reverse repurchase agreements
20.24 Subject to dollar repurchase agreements
20.25 Subject to reverse dollar repurchase agreements
20.26 Pledged as collateral
20.27 Placed under option agreements
20.28 Letter stock or securities restricted as to sale
20.29 Other
20.3 For each category above, if any of these assets are held by others, identify by whom held:
20.31

20.32

20.33

20.34

20.35

20.36

20.37

20.38

20.39

For categories (20.21) and (20.23) above, and for any securities that were made available for use by another person during the period covered

by this statement, attach a schedule as shown in the instructions to the annual statement.

20.4 For category (20.28) provide the following:

Yes[ ] No [X]

Yes[ ] No [X]

o o oo

1 2
Nature of Restriction Description

Amount

211 Does the reporting entity have any hedging transactions reported on Schedule DB?

21.2 If yes, has a comprehensive description of the hedging program been made available to the domiciliary state?
If no, attach a description with this statement.

221 Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the

issuer, convertible into equity?

22.2  If yes, state the amount thereof at December 31 of the current year:

29

Yes[ ]

Yes[ ] No [X]
No[ ] N/A[X]

Yes[ ] No [X]
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INVESTMENT

23.

23.01

23.02

23.03

23.04

23.05

241

24.2

Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or safety
deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a
qualified bank or trust company in accordance with Part 1-General, Section IV.H-Custodial or Safekeeping Agreements of the NAIC

name,

If yes,

accou

If yes,

Financial Condition Examiners Handbook? Yes [X] No[ ]
For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address
State Street Insurance Services 801 Pennsylvania, Kansas City, MO 64105
Federal Home Loan Bank of Indianapolis 8250 Woodfield Crossing, Indianapolis, IN 46240
Comerica Bank Institutional Trust, P.O Box 75000, Detroit, Ml 48275
For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
location and a complete explanation:
1 2 3
Name(s) Location(s) Complete Explanation(s)
Have there been any changes, including name changes, in the custodian(s) identified in 23.01 during the current year? Yes[X] No[ ]
give full and complete information relating thereto:
1 2 3 4
Old Custodian New Custodian Date of Change Reason
State Street Bank Comerica Bank 09/25/2003 Collateralized Letter of Credit
Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
nts, handle securities and have authority to make investments on behalf of the reporting entity:
1 3
Central Registration Depository Number(s) Name Address
Does the reporting entity have any diversified mutual funds reported in Schedule D, Part 2 (diversified according to the Securities and
Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5(b)(1)])? Yes [X] No[ ]
complete the following schedule:
1 2 3
CUSIP # Name of Mutual Fund Book/Adjusted Carrying Value
784924888 SSGA S&P 500 Index Fund 52,020,490
92290884 Vanguard Extended Market Index Fund 34,430,489
9999999. TOTAL 86,450,979
24.3 Foreach mutual fund listed in the table above, complete the following schedule:
1 2 3 4
Amount of
Mutual Fund's
Book/Adjusted
Name of Mutual Fund Name of Significant Holding Carrying Value
(from the above table) of the Mutual Fund Attributable to Holdin: Date of Valuation
SSGA S&P 500 Index Fund General Electric 1,524,200 12/31/2003
Vanguard Extended Market Index Fund Berkshire Hathaway 1,118,991 12/31/2003
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Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

GENERAL INTERROGATORIES (continued)
OTHER

251 Amount of payments to Trade Associations, Service Organizations and Statistical or Rating Bureaus, if any? LT 5,725,437
25.2 List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
Trade Associations, Service Organizations and Statistical or Rating Bureaus during the period covered by this statement.
1 2
Name Amount Paid
Blue Cross Blue Shield Association 5,725,437

26.1  Amount of payments for legal expenses, if any? [T 2,380,909
26.2 List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.

1 2
Name Amount Paid
Dickinson Wright 545,960
271 Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any? $....

27.2 List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid

N/A
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1.1
1.2
1.3

14
1.5
1.6

3.1

32

41

4.2
5.1

5.2

5.3

71
7.2

9.1
9.2

If yes, indicate premium earned on U.S. business only

PART 2 - HEALTH INTERROGATORIES

Does the reporting entity have any direct Medicare Supplement Insurance in force?

What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?

1.31 Reason for excluding

GENERAL INTERROGATORIES (continued)

Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above.

Indicate total incurred claims on all Medicare Supplement insurance.

Individual policies:

Most current three years:

1.61  Total premium earned
1.62 Total incurred claims
1.63  Number of covered lives

All years prior to most current three years:

1.64 Total premium earned
1.65 Total incurred claims
1.66 Number of covered lives

Group policies:

Most current three years:

1.71  Total premium earned
1.72  Total incurred claims
1.73  Number of covered lives

All years prior to most current three years:

1.74  Total premium earned
1.75 Total incurred claims
1.76  Number of covered lives

Health test:

2.1 Premium Numerator.....
2.2 Premium Denominator.. N
2.3 Premium Ratio (2.1/2.2)....c.cccvienieriinicnnnn.

2.4 Reserve Numerator

2.5 Reserve Denominator... e
2.6 Reserve Ratio (2.4/2.5)......cccceevvninircnnienne

1 2
Current Year Prior Year
.5,597,458,033 ....5,384,723,476
.5,597,458,033

........... 1,030,542,368

1,052,220,845

Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be
returned when, as and if the earnings of the reporting entity permits?

If yes, give particulars:

Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and
departments been filed with the appropriate regulatory agency?

If not previously filed, furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered?

Does the reporting entity have stop-loss reinsurance?

If no, explain:

Blue Cross Blue Shield of Michigan does not utilize stop-loss reinsurance due to the size and stability of the business and sufficient levels of capitalization.

Maximum retained risk (see instructions):

5.31 Comprehensive medical
5.32  Medical only

5.33 Medicare supplement
5.34 Dental

5.35 Other limited benefit plan
5.36 Other

Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including
hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other

agreements:

Maintain a restricted custodial bank account determined on the basis of a formula set by BCBSA

Does the reporting entity set up its claim liability for provider services on a service data base?

If no, give details:

Claim liabilities are based on paid/incurred claims triangulation

Provide the following information regarding participating providers:

8.1 Number of providers at start of reporting year
8.2 Number of providers at end of reporting year

Does the reporting entity have business subject to premium rate guarantees?

If yes, direct premium earned:

9.21 Business with the rate guarantees between 15-36 months

9.22 Business with rate guarantees over 36 months

32

Yes [X] No[ ]

S 202,164,362
TS 0
TS 0
S 289,001,789
S 202,164,362
S 289,001,789
......................... 202,867
TS 0
TS 0
................................... 0
TS 0
TS 0
................................... 0
TS 0
TS 0
................................... 0

Yes[ ] No[X]

Yes[X] No[ ]
Yes[X] No[ ]
Yes[ 1]

No[X]

Yes[ ] No[X]



Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES (continued)

10.1 Does the reporting entity have Incentive Pool, Withhold and Bonus arrangements in its provider contracts?
10.2 Ifyes:

10.21 Maximum amount payable bonuses

10.22 Amount actually paid for year bonuses

10.23 Maximum amount payable withholds

10.24 Amount actually paid for year withholds

11.1 s the reporting entity organized as:

11.12 A Medical Group/Staff Model,

11.13 An Individual Practice Association (IPA), or

11.14 A Mixed Model (combination of above)?
11.2 s the reporting entity subject to Minimum Net Worth Requirements?
11.3 If yes, show the name of the state requiring such net worth.

11.4 If yes, show the amount required.
11.5 s this amount included as part of a contingency reserve in stockholder's equity?

11.6 If the amount is calculated, show the calculation:
N/A

12.  List service areas in which reporting entity is licensed to operate:
1
Name of Service Area

Michigan
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Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

FIVE-YEAR HISTORICAL DATA
1 2

3 4 5
2003 2002 2001 2000 1999
Balance Sheet Items (Pages 2 and 3)
1. Total admitted assets (Page 2, LINE 26)...........cocrvvreererneererneerseensirenins | oneereens 4,256,344,275 |.......... 3,823,581,501 |.......... 3,123,075,925 |.......... 3,529,241,400 |.......... 3,473,274,495
2. Total liabilities (Page 3, LINE 22).........ccrrrenrerrerennerneieereneseeessnseseesees [ eeneenes 2,358,220,996 |.......... 2,291,231,819 | 1,822,506,925 |.......... 2,282,071,919 |.coucen. 2,359,193,025
3. StAtULOMY SUMPIUS......cee ettt [ eereeaes 1,898,123,279 |.......... 1,532,349,682 |.......... 1,300,569,000 |............. 992,093,076 |............. 874,667,552
4. Total capital and surplus (Page 3, Line 30).......cccceeerrerreneirerneernieneinees | eeveinens 1,898,123,279 |.......... 1,532,349,682 |.......... 1,300,569,000 |.......... 1,247,219,481 |.......... 1,114,081,470
Income Statement Items (Page 4)
5. Total reVEnUES (LINE 8).......ccuuruueerrereecirneieerneereesnseeessseessesesessesssssenens | eesneeanes 5,554,674,204 |.......... 5,287,341,438 |.......... 4,874,622,864 |.......... 8,974,685,006 |.......... 8,209,729,858
6. Total medical and hospital expenses (LiNg 18).........cocveereereerneereieneereens [eerneis 4,784,056,750 |.......... 4,603,132,705 |.......... 4,382,989,985 |.......... 8,197,384,666 |.......... 7,498,389,337
7. Total administrative expenses (LINE 21).........cocrneereenemrmeeneerneenemeeieens [ cernreneenns 362,475,685 |............. 455,198,242 |............ 369,505,007 |............. 535,497,247 |............. 675,401,624
8. Net underwriting gain (10SS) (LINE 24).........ccovvvrerierrieneieineeneceneieeineeens [ cerereneinnns 232,163,272 | ..ovvrrrnnee. 85,733,879 |..cooverrnen (12,763,542) | ...ovvvnenne (8,814,763) [ ...covoevnnee. 35,938,897
9. Net investment gain (10SS) (LINE 27)......cceurreerereenemreneineieerneessisneenesnes [ e 91,865,207 |...ccoveunnen. 85,222,156 |...coveurnen. 95,627,883 |....cevvvne 102,235,576 |............. 145,333,878
10. Total other income (LiNes 28 PlUS 29).........coveeerrrerernrererrneierneessnennens | ceereeieenns 118,792,295 |.....ovvvnnvn. 37,774,108 |...ooveennee. (18,999,569) | ......cvvnven. (20,717,695) | ....ovvnnvene (76,049,886)
11, Netincome or (10SS) (LINE 32)......ccuvererrrurirneirernrenserneisesneeseeseessssesssss | cevseescenns 374,497,3% |............. 161,382,896 |.....ccconnvn. 56,161,250 | ..ccveurnen. 65,425,441 |....coovvvnnee 89,061,513
Risk-Based Capital Analysis
12, Total adjusted Capital..........c.rrreeerrrereererereeerineecneeeeeseesseseeeeeneeesennens | ceneeneens 1,898,123,279 |.......... 1,532,349,682 |.......... 1,300,569,000 |.......... 1,247,219,481 |......... 1,114,081,470
13. Authorized control level risk-based Capital.............oceeererrirncereeiseeneerneens [ e 299,806,439 |............. 267,570,296 |............. 263,837,065 |............. 214,127,834 |............. 176,197,604
Enroliment (Exhibit 2)
14. Total members at end of period (Column 5, Line 7).......ccccueururnivicnenans [ evrniiininnne 2,698,830 [...cceevreenee 2,659,983 |....cccvvrennee 2,648,278 [ ... [ e
15.  Total member months (Column 6, LiNE 7)........cceverenercernnninecirenineiens [ eereeeieieinnns 35,468,309 |.....ccoevnne 32,511,278 | ..o 31,795,355 | ..o | e
Operating Percentage (Page 4)
(Item divided by Page 4, sum of Lines 2, 3, and 5)
16. Premiums earned (LINES 2 PIUS 3)......c.eueurerireeueinirinininiiieieieeseseneneseenees | ceeeieenenenseeeenns 100.0 | o 100.0 | covveericieien 100.0 | cooveerecieien 100.0 | oo 100.0
17. Total hospital and medical (LIN 18)..........coeerururrnernrnrceenneeieenes | e 86.1 [ oo 7% I [P 89.8 [ .o 913 | e 91.3
18. Total underwriting deductions (LIN€ 23).........cccoeoeueueurrneeecennnneneeeens | ceeieirinneeeeiees [SL T [P 984 | oo 1001 | e 8.8 | i 8.2
19. Total underwriting gain (10SS) (LiNE 24)........c.ccorririrrinrninieicerneninenes | et 42 | e 1.6 [ (U2 ] ({01 [P 0.5
Unpaid Claims Analysis (U&I Exhibit, Part 2B)
20. Total claims incurred for prior years (Line 12, Col. 5)......cccocurvrnrenrenrrenees [ cerrrenrinnns 518,953,914 |............. 533,853,556 |............. 728,002,716 |.......... 1,061,045,393 |............. 978,116,075
21. Estimated liability of unpaid claims - [prior year (Line 12, Col. 6)]  [.ccoevres 567,360,979 |.....ccc..... 637,430,199 | .......... 1,201,642,568 | .......... 1,084,990,954 | ............. 978,740,072
Investments in Parent, Subsidiaries and Affiliates
22. Affiliated bonds (Sch. D Summary, Ling 25, Col. 1)....ccciirriirnrninens | ererinieesneneeieesenes [ e [ eerriieesnneeeesnes | seeessssesenseesseneneeses | eeeeeeenenssesessnsseseeseenns
23. Affiliated preferred stocks (Sch D. Summary, Ling 39, Col. 1)....ccooniiiees | cerrnerieerrnieieernes [ e [ | v | e
24. Affiliated common stocks (Sch D. Summary, Line 53, COl. 2)......cccovveveen [ cerreenrinns 695,666,322 |............. 593,825,933 |............. 510,210,515 |....ccco.c.... 544,178,721 | ...coeenc.e. 521,930,019
25. Affiliated short-term investments (subtotal included in Sch. DA,
Part 2, COL 5, LINE 11)...vuieerieereiicereirreeseeieceneesseeesesssesssseessssssessessnes [ eesnsessssnsessssnsssnssnsssnsens | sosesssnssssssnsssnssnsssnssnnes | soosssesssssnssnsssssssessanssns | sessessssssnsssssnsssessasssnses | conssessessnsssnssessasssessae
26. Affiliated mortgage 10ans on real @State...........oovvurururriiiceernieeres | e e [ et | s s | e
27. Al other affiliaed...........ccviiriiicicccce s [ e | e [ s | s | e
28. Total of above LINES 2210 27.......cuiveiiiiriirississisnesiresessrsssisnessesnesnns | nessnenees 695,666,322 | ............. 593,825,933 | ...covvnvve. 510,210,515 | ..oovvenvee. 544,178,721 | .covvnnvee. 521,930,019
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Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

SCHEDULE D - SUMMARY BY COUNTRY
Long-Term Bonds and Stocks OWNED December 31 of Current Year

1 2 3 4
Book/Adjusted Fair Value Par Value
Description Carrying Value (@) Actual Cost of Bonds
BONDS 1. United States........cocoveeveenee [ v 256,745,920 [ ..coovovvvvrnnes 256,745,920 [ ...oovovvvrrnnns 245,326,729 [ .ooovvvriennne 232,968,000
Governments 2. CaNada. ..o | || s [ e
(Including all obligations guaranteed 3. Other Countries. ......cccocoeoes | covnrnniiiiiain 650,000 [..oooiiiiiiiinen 650,000 [..oooiiiiiiiine 650,000 [ ..o 650,000
by governments) 4. Totals....oooooiiniiiciniins | i, 257,395,920 [ ..o 257,395,920 [ ..o 245,976,729 [ ..o 233,618,000
5. United States........covevices [ ||t [ e
States, Territories and Possessions 8. CaNada.......ccoviuriiriiiiees [ || s [ e
(Direct and guaranteed) 7. Other Countries.......cococooes | terrensniiiciessnnneiessns Lo e [
8. Totals.....oooviiiiiiiiiins | oo 0 ] i 0 ] o 0 ] i 0
Political Subdivisions of States, 9. United States........covevices [ ||t [ e
Territories and Possessions 10 CANAGA. ... ||t | s [ et
(Direct and guaranteed) 11. Other CoUNtHES. .......ovovveees | oo | eeirisiiesisssnssissneisees | eesrsnseseessnsnsesesssnnnsenerssees | seoronssesesssssnsrsesesssnsnssesnanas
12, TotalS. ..o | o (O OO (O OO (O OO 0
Special Revenue and Special Assessment 13. United States........cccooevvee | covvrvnnnnn. 1,061,308,986 | ......ccecev.e 1,061,308,986 | .......cccev. 1,043,477,812 | oo 1,027,563,310
Obligations and all Non-guaranteed Obligations 14, CANAUA.....c.ceeerereiccieirrns | et [ ceerieee e eeinies | ettt eeetees | srrter e
of Agencies and Authorities of Governments 15. Other CouNtries. .......oovoveees | errriiiiieesiiiicssiiieiees | eeiriiiissssiscssssneisses | eesrensesisnsssnsesesssnsnseneessees | sesrossnesesesssnsesesssssssnseeseanas
and their Political Subdivisions 16. Totals....oovovrniiniiinns | i 1,061,308,986 | ...ocoovvrnnes 1,061,308,986 | ...ccoovvrnnes 1,043,477,812 | oo 1,027,563,310
17, UNIted SEAES......cviiiriiii | |t | et [ et
Public Utilities 18, CaNATA. ... ||t | s [ e
(unaffiliated) 19. Other CoUNtHES. .......ovovvees | ereiiiiiiiesiiniicssiiiieiees | eeirisiissisnssssssnnssees | eesrsnssisisnsssesesssrsnsenerenees | seorosssesesesssnsesesesesssnseesnsnas
20. TotalS. ..o [ (O OO (O OO (O OO 0
Industrial and Miscellaneous and 21. United States........ccoovvvrne | v, 562,895,584 | ...covvvrrirnnn. 562,895,584 | ....coovvrrirnnen. 539,903,855 | ...ccovvvrrernnn. 541,000,000
Credit Tenant Loans 22. Canada.........ccovovevevenreenne [ [ [ [
(Unaffiliated) 23. Other Countries. ....ooeeeee [ | [ |
24, Totals....oooovinnniiiniins | i, 562,895,584 | ..o 562,895,584 | ..o 539,903,855 | ...oovovrinnnns 541,000,000
Parent, Subsidiaries and Affiliates 25. TotalS....coovoiiinieincinens feviiiiiiiiin [ [ |
26. Total Bonds......covereuressene [ v 1,881,600,490 [ ...ccoovvnnns 1,881,600,490 [ ...ccovnnnns 1,829,358,396 | ...ocoovvnnnns 1,802,181,310
PREFERRED STOCKS 27. United States.......ccooverenee [eviiiiiicees | [
Public Utilities 28. Canada.........cocoveeevrnreennes e e [
(Unaffiliated) 29. Other Countries. ....ooeeeee f o e [
30. TotalS....coooiiiiiiiiiin [ i 0 ] i 0 ] o 0
31 United States.........ccovcves [ e [ | e
Banks, Trust and Insurance Companies 32, Canada.......oceeeeeirrieieieen e | [
(Unaffiliated) 33. Other Countries.....oooeeeee f o e [
34, Totals....oooviiiiiiiiiin [ i 0 i 0 ] o 0
35. United States.........ooeovcees e [ [
Industrial and Miscellaneous 36. Canada.........cccovverrnreinnes [enieniciencee e [
(Unaffiliated) 37. Other Countries.....ooeeeee f o e [
38. Totals.....ooiiiiiiiiiia [ i 0 i 0 ] o 0
Parent, Subsidiaries and Affiliates 39. TotalS....ooveiiiiiiieines oo e |
40. Total Preferred Stocks..... [ ..o 0 i 0 ] o 0
COMMON STOCKS 41, United StAteS......ccevereriie [ [ [ e
Public Utilities 42, CaNAGA........oeiriciiciniens |t | s [ e
(Unaffiliated) 43. Other Countries. ......ocovveees | ereiiiiiieessiiieesiiieies | e | e
44, Totals...ooiiieiieiieis [ 0 i 0 ] o 0
45, United States......c.ccerienes [ s [ e
Banks, Trust and Insurance Companies 48, CaNAdA.......coeerrieciieirirnins | e [ s | s
(Unaffiliated) 47. Other Countries. ......ocoveveees | ereiiiiieessicieesinieies | e | eerescsesse s
48. Totals.....ooiveieiciieies [ 0 i 0 ] o 0
49. United States........cccoovvrrves [ covvreereireirennns 104,767,655 | ..ovvvvrerrnne 104,767,654 | ..coovvvviennnn. 96,629,980
Industrial and Miscellaneous 50. Canada.........ccocoverevrnrierenes [enenieencee e [
(Unaffiliated) 51. Other Countries.....oooeeeee f o e [
52. TotalS. ..o | i, 104,767,655 | ..o 104,767,654 | ..o, 96,629,980
Parent, Subsidiaries and Affiliates 53. TotalS....oooreiniiniciniins | i, 695,666,322 [ ....oooviiennns 695,666,322 [ ..o 304,301,314
54. Total Common Stocks......| .cccocvevinnne. 800,433,977 | .o 800,433,976 | ..o 400,931,294
55. Total Stocks......ovuruvunnns | cvviiiiiiiinnnn, 800,433,977 | .o 800,433,976 | ..o 400,931,294
56. Total Bonds and Stocks...| ................ 2,682,034,467 | ..ccoovvnennn. 2,682,034,466 | ......conce... 2,230,289,690
(a) The aggregate value of bonds which are valued at other than actual fair value is §.......... 0.
SCHEDULE D - VERIFICATION BETWEEN YEARS
1. Book/adjusted carrying value of bonds and stocks, prior year....................... 2,071,841,035 . Foreign exchange adjustment:
2. Cost of bonds and stocks acquired, Column 6, Part 3...........cccoevrvniiinnnns 4,089,209,486 6.1 Column 17, Part 1......cccccovuviricnnne
3. Increase (decrease) by adjustment: 6.2 Column 13, Part 2, Section 1...........
3.1 Column 16, Part 1......cccovveericcceccce (1,487,984) 6.3 Column 11, Part 2, Section 2...........
3.2 Column 12, Part 2, Section 1........ccccevvevirininneae 6.4 Column 11, Part4........ccoovvviciene 0
3.3 Column 10, Part 2, Section 2..........cccccovrerrerunne 101,843,000 7. Book/adjusted carrying value at end of current period............... 2,690,106,045
3.4 Column 10, Part 4 (3,987,604) 96,367,412 8. Total valuation allowance (8,071,578)
4. Total gain (l0ss), Column 14, Part 4............cccovuimininienerrnneeeeeens 16,279,826 9. Subtotal (LINES 7 PIUS 8).....euvuvucverrieieeereereeecieis 2,682,034,467
5. Deduct consideration for bonds and stocks disposed of, Column 6, Part 4... 3,583,591,714 10. Total nonadmitted amounts............ccccceurrrnecirrneecceeenes
11. Statement value of bonds and stocks, current period................ 2,682,034,467
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Sarentosct bt 3, 2300 BLUE CROSS BLUE SHIELD OF MICHIGAN
SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories

1 2 Direct Business Only
3 4 5 6 7 8
Federal Employees| Life & Annuity
Guaranty | Is Insurer Accident Health Premiums and Property/
Fund Licensed? & Health Medicare Medicaid Benefits Program |  Deposit-Type Casualty
State, Etc. (YES or NO)[(YES or NO) Premiums Title XVIII Title XIX Premiums Contract Funds Premiums
1. Alabama.......cooierrnce ..NO......... celNOLi | L [ e | [
2. AIESKA....c.cere e ...NO......... elNOLi | L [ e | [
3. ANIZONA...cc ..NO.........
4. Arkansas. ..NO.........
5. California.......cccoceerrrnncenernenes ...NO.........
6. Colorado.......cccoervreiienrniicicir ..NO.........
7. ConNeCtiCUt.......ccovovveeerrrieicieires CT|...NO.........
8. Delaware.......ccocovevccenniccsrnes DE|...NO.........
9.  District of Columbia. ..DC|...NO.........
10, FlOrda......oveveeceeceieieinerceeens FL|...NO.........
R €Yo o - TN GA]...NO......... celNO L | L [ e | [
12, HaWai. .o HIT...NO......... ceNOei [ [ [ | | |
13. .NO........
14. .NO........
15. .NO........
16. .NO........
17. ..NO........
18, Kentucky.......cooeeueurriricicccee ...NO.........
19.  Louisiana. .NO.........
20. Maine.....couieeieeceieseee e ..NO.........
21, Maryland.......cccoooeiirnnccecce ...NO......... elNOLi | L [ e | [
22. Massachusetts.........ccceoverreicnennene. MA]...NO......... elNOLi | [ [ e | [
23, Michigan........coceeveeeeencienineeienn. MI{...NO......... WYES | 5,403,332,174 |.ooovvvvveeienens [ e [ s 194,125,859 [ ...oovevecenrenirnirnnns | v
24.  Minnesota.... ..MN]...NO.........
25, MiSSISSIPPi. . cveeeeeeerereereneercenieireenas MS|...NO.........
26, MiSSOUI...cvoucerrceericiricieicieins MO]...NO.........
27, MoNtana........ooceeurerineieeeeene MT|...NO.........
28. Nebraska.......cccocoroiierinniccnn NE[...NO.........
29. Nevada....... ~.NV]..NO.........
30. New Hampshire.........cccoevvnniinnnnne NH|...NO.........
31, New Jersey.....coovneeerneneneeeeens
32, New MeXiCO.......crveurirniireirirerinenen.
33, NeW YOrK....oooooeeeeernecciceeee
34.  North Carolina.
35.  North Dakota.......ccccoverececnrnncnnne
36, ONI0....eeeeccee s
37. Oklahoma.........ccccovrniniierrnricininns
38, Oregon.....ccoeeeeecerinneeecie s
39. Pennsylvania...
40. Rhode Island..........cccocerrnnniininnns
41.  South Caroling..........cccocoeurururrrerencnnn
42, South Dakota.........c.coovrereururirininnnn.
43, TeNNESSEE.....cceireriieeeniriririeieieiens
44,
45.
46.
47, VIrginia......cocoeeeerreiceceesneeeeeses
48.  Washington.........cccevnieinnnnincnne
49.  West Virginia... .
50.  WIiSCONSIN......ccrurireririniiiceieieieicenas
51, WYomiNg.....ccoovoveeeererniicieeeneeenes .
52.  American Samoa...........cococeeureeurinenee AS|...NO.........
53, GUAM..coueeececeee e GUJ...NO.........
54.  Puerto Rico......... ..PR]...NO.........
55.  U.S. Virgin Islands.........ccccccevnineee VI |...NO.........
56. Canada........cccccooniirrininecea CN|...NO.........

57.  Aggregate Other alien...........c.cccc..... OT [...XXX...... [..... P00 S (V1 (V1 (V1 (V1 (V1 0
58. Total (Direct Business).........c.ccocvevveaces fernes XXX...... [C) 1]..... 5,403,332,174 | .o, [ I 0. 194,125,859 | ..ooooviiiinnnnn, [ I 0
DETAILS OF WRITE-INS
D707, ettt [ ettt | s | s | | s | e
BT02. ottt [ et | s | s | | s | e
BT03. ettt [ cereeneiet et [ et | e | | e | e
5798. Summary of remaining write-ins for line 57 from overflow page........ [ ccoeoervriccnncs (V1 (V1 (V1 (V1 (V1 0
5799. Total (Lines 5701 thru 5703 plus 5798) (Line 57 above).......cccoerrree | coenniiiiinnnns [V (V1 (V1 (V1 (V1 0

Explanation of basis of allocation by states, premiums by state, etc.

(@) Insert the number of yes responses except for Canada and Other Alien.

55




Statement as of December 31, 2003 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 — ORGANIZATIONAL CHART

9%

Blue Cross
D Blue Shield
W of Michigan
®

®

A nonprofit corporation and independent licensee
of the Blue Cross and Blue Shield Association

SUBSIDIARY & AFFILIATE ORGANIZATION CHART

BLUE CROSS AND BLUE SHIELD

OF MICHIGAN
EIN 38-2069753

NAIC 54291
|
[ I I I ]
Accident Fund Insurance PPOM, L.L.C. Blue Care Network of Michigan Blue Care of Michigan, Inc. Health Care Exchange Ltd.
Company of America d/b/a DenteMax
EIN 38-3207001 EIN 38-3357687 EIN 38-2359234 EIN 38-2536979 EIN 38-2612298
NAIC 10166, Grp 572 NAIC 95610 NAIC 52037
Flora Midwest, BCN Service
| ] L.L.C | ] Company
EIN 52-2103287 EIN 38-3134881
SelectCare Blue Cross and
L | (32% Ownership) || Blue Shield of
EIN 38-2535306 Michigan Foundation
EIN 38-2338506

Blue Care Network Blue Care Network

Medical Malpractice Stop- Loss and

Self-Insurance Trust Casualty Self-Insurance Trust
EIN -N/A EIN - N/A
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